Louisiana State University

LSU Digital Commons
LSU Historical Dissertations and Theses

Graduate School

1962

Retailer-Owned Grocery Cooperatives With Special Reference to
Such Cooperatives in the Southeast and an Analysis of
Associated Grocers of Florida, Incorporated.
Chauncey Stephen Elkins Jr
Louisiana State University and Agricultural & Mechanical College

Follow this and additional works at: https://digitalcommons.lsu.edu/gradschool_disstheses

Recommended Citation
Elkins, Chauncey Stephen Jr, "Retailer-Owned Grocery Cooperatives With Special Reference to Such
Cooperatives in the Southeast and an Analysis of Associated Grocers of Florida, Incorporated." (1962).
LSU Historical Dissertations and Theses. 752.
https://digitalcommons.lsu.edu/gradschool_disstheses/752

This Dissertation is brought to you for free and open access by the Graduate School at LSU Digital Commons. It
has been accepted for inclusion in LSU Historical Dissertations and Theses by an authorized administrator of LSU
Digital Commons. For more information, please contact gradetd@lsu.edu.

T h is d i s s e r t a t i o n h a s b e e n
m i c r o f i l m e d e x a c tly a s r e c e i v e d

6 2—6320

E L K IN S , J r . , C h a u n c e y S te p h e n , 1 9 2 3 R E T A IL E R -O W N E D G R O C E R Y C O O P E R A T IV E S
W IT H S P E C IA L R E F E R E N C E TO SU CH C O O P 
E R A T IV E S IN T H E S O U T H E A S T AND AN A N A LY SIS
O F A S S O C IA T E D G R O C E R S O F F L O R ID A ,
IN C O R P O R A T E D .
L o u is ia n a S ta te U n iv e r s i ty , P h .D ., 1962
E c o n o m ic s , C o m m e r c e — B u s in e s s
University Microfilms, Inc., Ann Arbor, Michigan

TAI LjJR-0HIACD GR0C.3KY C0CFHRATIVH3 WITH SPECIAL
HP3RH1TCH TO SUCH COOPERATIVES IF TUT SOUTHTAST
ADD AH AIIALY3I3 OH
ASoO JlxiT-iT GRoG.iMF-> OH Fi-iCm Ha, .A •0 11F GAA F .jF

A DIsserttitIon
Submit to cl to the Graduate Faculty of the
Louisiana State University and
Agricultural and Mechanical College
in partial fulfillment of the
•requirements for the degree of
Doctor of Philosophy
in
Bu sin e s s A dm in is tr a t i on

°y
Chauncey Stephen Slkins, Jr.
B.A., Marshall College, 1950
II.B.A., -University of Michigan, 195-1
June, 1962

A CluT0V/LEDGI'ZZIII
In the tinc!er t aleing of a study of this nature the
writer be cones indebted to a niUabor of persons without
whose help coupletion of the work would bo impossible.
'These include- Doctor Karl D. Reyer,

Professor of Kanage-

rnent and liarke ting, for constructive criticisms, pertinent
ideas and cooperation,

and Doctors Lee J. Kelton (Professor

of Economics), Bernard P. Sliger (Professor of Economics),
Robert H. Van Voorhis
B. Graves

(Professor of Accounting),

Benjamin

(Assistant Professor of lianagonont and Ilarketing) ,

and Donald I. Vaughn (Assistant Professor of Business Fi 
nance)

for counsel and suggestions.

The writer acknowledgos

a special dobt of gratitude to Lr. Tor.: Smith and Hr. Howard
Carper,

officials of Associated Grocers of Florida,

porated, who cooperated at e v e r y .stage of the study.

Incor
To

other officials and members of Associated Grocers of Florida,
Incorporated,. •the writer Is grateful for generous cooper
ation and assistance.
Chauncey Stephen Elkins,

Jr.

TABLE OB CGUTEHTS
CHAPTER
I.

PAGE

HISTORICAL SYNOPSIS OP RETAILER-OVJHEL
GROCERY C O O P E R A T I V E S ....................■ . .

1

Philosophy of Cooperative Movement . . . . . .

1

Development of Grocery Cooperatives

3

. . . .

Principal Types of Grocery Cooperatives

. .

9

'Presort Status of Grocery Cooperatives . . .

17

Tra.dc Associations of Cooperative Grocery
Tholesaler s
II.

.............

26

THE DEVELOPKEHT A U D PRHoHHT STATUS OB RETAILEROVJUEU COOPERATIVES 111 THE SOUTHEAST
Kethod of Conducting Survey

. . . .

30

...............

30

Reasons for Slow Development of Cooperatives
in the Southeast .

31

Tabulation of Retaller-Ovmed Cooperatives In
32

the S o u t h e a s t .............
Present Status of Retaller-Oxmed Cooperatives
in the Southeast . . . ....................
S u m m a r y .....................................
III.

36
pp

HISTORY AUD DEVEECPi EHT OP ASSOCIATED GROCERS
OB FLORIDA,

I N C O R P O R A T E D ....................

58

Pounding of Kioirxi Retail Grocers,
Incorporated . . . . . . . ...............
Associated Grocers of Florida,
111

Incorporated.

58
65

CHAPTER
IV.

•
ORGANIZATION OP ASSOCIATED GROCERS OP
FLORIDA,

I N C O R P O R A T E D .............

71

Organization Structure of Associated. Grocers.

71

The Operating Organization of the Warehouse

79

Sur.mia.ry
V.

PAGE

.

....................... 3 k

WAREHOUSE OPERATIONS OP ASSOCIATED GROCERS OP
FLORIDA,•I N C O R P O R A T E D ........' ..................85
Physical Equipment

.

......................... 85

Handling of llerchandlse......................... 93
S u m m a r y .................................
VI.

. . . 105

BUYING POLICIES AND PRACTICES OP ASSOCIATED
GROCERS OP FLORIDA,

INCORPORATED

. "h . . .

. 108

Buying Policies ................................
Purchasing P r o c e d u r e s ...........
Inventory Control

108

'............ I l8

............... . . . 122

Sources of I n f o r m a t i o n ........................ 123
VII.

SELLING AND OTHER POLICIES OP ASSOCIATED
GROCERS OP FLORIDA,

VIII.

INCORPORATED

.

. . . . . ' 125

Selling Policies and Practices

. . . . . . .

125

Pricing Policies and Practices

.............

130

Service Policies and Practices

.............

136

FINANCIAL ANALYSIS OF ASSOCIATED GROCERS OF
FLORIDA, INCORPORATED .........................
Operating R e s u l t s ..........................
Comparison of Associated. Grocers of Florida,
iv

Ik7
l!i_7

\

it

/

CHAPTER '

Cooperatives and Other Types of Grocery

/

//

/'J

/

W h o l e s a l e r s ............................. /

/

. . T&9

■ Retailer-Owned Cooperatives and Federal
Income Tax L a w s ......... '...................... 176
IY3KBER RELATIONS WITH ASSOCIATED GROCERS OF
FLORIDA,

IRCORPORATED ...........................

Membership in the Association .

179

............... 179

Appra-isal of Associated Gx’ocers of Florida,
Incorporated by M e m b e r s ...................... loo
M e m b e r s 1 Suggestions for Improvement of
Associated Grocers of Floz’ida,
X.

./I

^AC-E / '/
Incorporated with Other Retailer-Owned

IX.

Ns

COMCLUSI0IT3 .

Incorporated . 192

.................................... ' 1 9 7

Weaknesses and Limitations of Retailer-Owned
Grocery Cooperatives

................. 199

Advantages of Retailer-Owned. Cooperatives . . .

205>

The Futaire of Retailer-Ox-med Cooperatives . . . 208
B I B L I O G R A P H Y ........ .................. ..................210
A P P E H D I X ............................. ; ................... 217
V I T A ..................................................... 221

v

LIST OP TABLES
TABLE
I.

PAGE
Number of Grocery and Grocery and Heat Chains
Combined Ex isting■for Each Year, at FiveYear Intervals from 1900 to 1928 ................ 8

II.

Operating Expenses Based -on Percentage of Sales
of Grocery Cooperatives and General-Line
Grocery Wholesalers

III.

.

....................... Ik

Year of Organization Reported by 226
Cooperative Grocery Chains .................

IV.

'. 16

General-Line Grocery Wholesale Establishments
and Sales, by Type of Operation,

for the

Years 193k, 1939', 196-0, 195k, and 19.98 . . . . 18
V.

Wholesale Grocery Establishments and Sales
of Cooperatives and TJnaffiliated Independ
ents for Years 1999 and I960 .................

VI.

22

Estimated Total Retail Food Outlets In the
United States, by Type of Operations for
Years 193'2, I9 6 0 , and 1961

VII.

.............2k

Percentage of Total Retail Grocery Sales of
Corporate Chains, Affiliated and Unaffiliated
Eeta.ilers In the United S t a t e s ................. 25

VIII.

Tabulation of Retailor-Owned Cooperatives and.
Their Retailer Lembers in the Southeast by
4

States for the Years 1939, 1953,

1956, and

1963............................................... 3 3
vi

table

IX.

page

Dato Organ iso d, Number of Members at Date of
Organization',. and Number of Members as of
June 1, 196 l for 21 Retaller-Owned
Cooperatives in the S o u t h e a s t .................. 37

X.

Sales by State of 21 Retailer-Owned Cooper
atives in the Southeast for the Years 1950,
19.95, and 19oC), with Percentage Change from
1950 to 1955, and from 1959 to i9 6 0 ............ 59

XI.

'Percentage of Grocer;/- i/holesa’lers, by Type
of Operation, Handling Specific Lines,
as of January, 1961

XII.

............... ..

Specific Policies of 21 Retailer-Owned
Cooperatives in the

XIII.

.

S o u t h e a s t ..................1±8

Number and Percentage of Retailer-Owned Co
operatives in the Southeast Offering
Various-Services to

XIV.

Their Retail Members.

•Humber o f ’Member3 , Sales, Assets,

. .

52

and Pa

tronage Rebates of Miami Retail Grocers,
Incorporated,

for the Years 1957 to 1956,

I n c l u s i v e ........................................ 6 3
XV.

Humber of Members,

Sales, Assets,

and Pa

tronage Rebates of Associated Grocers of
Florida,

Incorporated,

for Fiscal Years

• 1957 to 3.961, I n c l u s i v e ......................... 6 7
XVI.

Analysis of Sales and Gross Margin, of Product
Lines Handled by Associated Grocers of
vii

Florida, Incorporated,

for the Fiscal

"Year Ended J u l y '31, 1 9 6 l ..................... 133
XVII.

Operating Results of Associated Grocers of
Florida,■Incorporated,

for the Fiscal Year

laded July 31> 1 9 6 1
XVIII.

. ll{.8

Other Income I t em s'as a Percentage of Sales
and 'of Total Other Income, Associated
Grocers of Florida,

Incorporated,

for

the Fiscal Year •Ended July 31* 196.1
XIX.

Operating

.. . . . IfjO

Expense Items as a percentage of

Sales and of Total Operating Expenses,
Associated Grocers of Florida,
for the
.XX.

Operating
Florida,

Fiscal Year Ended July 31* 1 9 6 .
1 . . . 132
Results of Associated Grocers of
incorporated,

Years 1937-1961,
XXI.

Incorporated,

for the.Fiscal

I n c l u s i v e ................... 1%1\.

Other Income Items as a Percentage of Sales
'for Associated Grocers of Florida,
corporated,
1937-1961,

XXII.

Operating

In

for the Fiscal Years
Inclusive

.............3.56

Expense Items as a Percentage of

Sales, Associated Grocers of Florida., In
corporated,

for the Fiscal Years

1937-196.1, I n c l u s i v e .......................... 138
XXIII.

Hot ".forth Ratios of Associated Grocers of
Florida,

Incorporated,

for the Fiscal

TABL771

PAGL
Years 1957-1961,. I n c l u s i v e ...............

XXIV.

163

Working Capital Ratios of Associated Grocers
of Florida, Incorporated, for* the Fiscal
Years 1957-1961,

XXV.

Inclusive

................ 166

Total Operating Expenses as a Percentage of
Sales, Associated Grocers of Florida, In
corporated, and Other Types of Grocery

*

Whole salers, t1955 ^-6 1958 ' .................171
XXVI.

Sales of Associated Grocers of Florida, In
corporated, and Other General-Line Grocery
Wholesalers in the State of Florida, 1956 . 175

XXVII.

Length of Hembership of Retail Lonbers
in Associated Grocers of Florida,
Incorporated as of-1061 ....................

XXVIII.

l8l

Reasons Why Retail rionbers Joined Associated
Grocers of Florida, Incorporated

.........

1 83

Concentration of Purchases with Associated
Grocers of Florida,

Incorporated,

as of

1961
XXX

186

Retail .Ilerzb'ers 1 Participation in and Appraisal
of Services Offered by Associated Grocers
of Florida, I n c o r p o r a t e d ................

XXXI.

189

Retail heinbers' Appraisal of Associated
Grocers of Florida., Incorporated on
Selected Questions

ix

........................

19 1

LIST OF LIG-UltL'S
FIGURE
1.

-

PAGE

Organization Chart of Associated Grocers of
Florida, Incorporated

2.

. . . . .

...............

72

Stock Floor Plan of the Warehouse of Associated
Grocers of Florida,

Incorporated ...............

x

89

ABSTRACT
The purposes in writing tills, paper were:

(1) to

detorr,lino the causes Tor the development of -retailer-owned
grocery cooperatives;

(2 ) to ascertain the current status

of such cooperatives, particularly in the Southeastern
section of* the United States;

(3) to present a complete

analysis of a successful retailer-owned grocery cooperative,
namely,'Associated Grocers of Florida,

Incorporated,

and to

compare its methods and costs of operation with other types
of marketing institutions; and [}+) to Indicate the possible
development of retailer-owned grocery cooperatives.
The first part of the study describes the objec-tlves, principles, and types of cooperative organizations.,
A general history of the two principal varieties of whole
sale grocery cooperatives,
and the voluntary chain,

the retailer-owned cooperative

is given.

The present status of

retailer-ox-med cooperatives in the United. States Is indi
cated by a series of tables which show that In 195^ such
cooperatives represented less than one-tenth of the number
of establishments, accounted for twenty-six per cent of
the total sales, and maintained the lowest operating-cost
ratio of general-line grocery wholesalers.
Chapter II indicates the origin and current status
of retailer-owned cooperatives in a nine-state Southeastern
section of the United States.' The majority of the material

on which this chapter is based was gathered from question
naires returned from the total twenty-one of these cooper
atives' in the Southeast, representing approximately ten
per cent of the total number of retailer-owned cooperatives
in the United States and accounting for approximately six
per cent of their total sales.

The primary reason for the

sloxtf development of retailer-owned cooperatives in the
Southeast was the slow growth of corporate grocery chains,
partially because of'the relatively few large metropolitan
areas in this area and of anti-chain store legislation in
some of these states.

However, the "population explosion"

of -the past decade, particularly evident in some southern
states, has stimulated the development of corporate chains.
Thus, the need for cooperation among the independent re
tailers increased accordingly.
The next six chapters represent an analysis of
Associated Grocers of PIorida, Incorporated, Kiami, Flor
ida, a retailer-owned cooperative..

The areas covered are:

membership, management, trading area, policies,

services,

organization, warehousing, and miscellaneous activities
required in.the operation of a warehouse.

A complete fi

nancial appraisal indicates that the operations of this
cooperative compare favorably with other retailer-owned
cooperatives as well as with other types of grocery whole
salers.
'Since the success of Associated Grocers of Florida,
Incorporated is related to the welfare of the independent

retailer members,

a chapter is devoted to wholesalor-

retaller relations.

The materials used in this chapter

were taken from questionnaires returned to the author by
thirty-three members.

They are convinced that membership

in this cooperative has helped preserve their individual
businesses.
The final chapter reviews the main points of the
preceding appraisals.

The major weaknesses and limitations

to retailer-owned cooperative development are found to be:
1. Lack of cooperation b;y retail members.
2. "'Difficulty in enforcing policy decisions.
3.
Limited number of adequately trained personnel.
l\... Organizational instability.
5>. Limited finances.
The major advantages of retailer-owned cooperatives
when compared, with corporate chains are:
1.
2.
3.
br.

Personal incentive of owner-manager.
Tan advantages.
Fewer problems as to organized labor.
Policy-mailing role of retail members.

The future of these cooperatives depends upon how well
these advantages and disadvantages are handled.

CHAPTER I
HISTORICAL SYjTOPSIS OR RETAILER-OWHSD
GROCERY COOPERATIVES
i

Han has been struggling from the beginning of tine
to obtain one of his necessities of life--food.

This

struggle has been evident also In the American economy
among various competitive forces that have attempted to
supply this vital need to man.
Among the Institutions which have arisen out of
the intense competition which has characterized grocery
distribution are the cooperative wholesale establishments.
The retailer-owned grocery cooperative is one type
of cooperative wholesale establishment.

To determine the

causes for the development of retailer-owned grocery co
operatives,

to ascertain their current status, to present

a complete analysis of a successful retailer-owned grocer;/
cooperative and to compare its methods and costs of oper
ation with comparable typos of marketing institutions, and
to predict on the basis of these data tho future development
of retailer-owned grocery cooperatives are the purposes of
this paper.
I,

PHILOSOPHY OF COOPERATIVE HOVEI^HT

A dictionary definition of "cooperation" is "col
lective action for mutual profit or com on benefit," and
1

this is the basic philosophy underlying the -retailer-owned
grocery cooperative moverent.

The independent retailers

forming a retailer-owned cooperative believed that col
lective actio.n-~collective action in buffing direct from the
manufacturer, advertising together,

featuring the same item

as lfleaders" in each store of the group, and the operation
of their own. wareliouse--was necessary for then to remain
in business in face of the intense competition from chain
stores and other large-scale retailers.
This philosophy of cooperation is aptly stated in
"The Liberty Song" by John Dickinson,

"By uniting we stand,

by dividing we fall."
Rochdale Flan
The first truly successful cooperative economic
enterprise was in lOIdi in Rochdale, England— The Equitable
Pioneers, a consumers'

cooperative society.

ples sot forth at that time were:

Its princi

open membership,

cratic control, limited interest on capital,

demo

dividends

according to patronage, neutrality in religion and poli
tics, sales for cash at market price,

constant education,

and continuous expansion.!
These Rochdale principles are basically the foun
dation of the retailer-owned grocery cooperatives, with the

^Roland S. Vaile, E. T. Grether, and. Reavis Cox,
Marketing in the American Economy (New York:
The Ronald
Press Company, 195>2), p. 222.
~

3

except loti of open membership.

Membership in most of these

cooperatives is limited to active retail grocery merchants
of recognized financial responsibilit;/ and ethical dealings.
II.

DEVELOPMENT OF GROCERY COOPERATIVES

In the grocery industry, wholesalers are classified
according to their lines carried, or their services offered.
The "service" or "regular" wholesaler usually car
ries complete stocks within the grocery line and performs
specific services for both his customers and suppliers.
The services he usually performs for his customers,

the r e

tailers, Include the buying activities of judging the r e
tailers' needs,

contacting the suppliers, and bringing their

products together in one place; the selling activities of
reaching the retailers at various Intervals and offering
them the goods his buyers have purchased; transportation
assistance of receiving goods from manufacturers and deliv
ering them to the retailers; the storage function; fi
nancial aid. by extending credit to the retailers on purchased
goods; reduction of risk by holding goods In readiness near
the retailers, making it possible for the retailers to carry
a smaller stock and lessening their risk in connection with
price changes; guaranteeing the merchandise he sells and
making prompt adjustments; providing the retailers with
market information as to price, market conditions,

consumer

k

demand, and new itens; and giving general aid and advice
to retailers to aid then in becoming better merchants.^
The services the regular wholesaler usually per
forins for his suppliers, the manufacturers, include: . sell
ing assistance, buying assistance, transportation, storage,
facilities,

financial aid, risk reduction, and market in

formation. 3
The "specialty-line" grocery xiholesaler performs
0.11 the usual services of. the regular wholesaler but limits
his stock to a special line, such as frozen foods, or
coffee,

tea, and spice.
In contrast the "limited-fimction" wholesaler is

so designated because he does not perform all the usual
services of the regular wholesaler.

For example, ho car

ries limited stocks, extends little credit, and performs
few services.
cooperative,

The voluntary chain, the retailor-owned
the truck distributor,

the cash and carry

wholesaler, and the drop shipper or desk jobber are all
1 imited-function wholesalers who perform varying degrees
of the marketing functions.^'
The retailor-owned grocery cooperative, a limitedfunction wholesale institution, was first established In

^Charles F. Phillips and Delbert J. Duncan, Mar
keting (fourth edition; Homewood, Illinois:
Richard D.
Irwin, Inc., I960}, pp. 235-293.
3lbid., pp. 293-297.

^Ibld., p. 2 6 2 .

5

the United States before 1900 by groups of retailers with
the objective of cutting procurement costs; but, as will
be shown, the principal impetus to the movement came from
the increasing competition offered by the corporate chains
after 1910.

As the success of the retailer-owned cooper

ative movement is related to the progress of the independent
retailer members, this progress can be illustrated by a
comparison of retail food store sales.

According to the

federal Trade Commission, food chains increased their dollar
sales 1 23 per cent in a ten year period from 1950 to 1953,
v.iiereas the retail sales of cooperative member shores in
creased an estimated 1 8 5 - 2 1 5 per cent for the same period.^
Pood Retailing Industry until 1910
Up until about 1910 the food retailing industry was
typified by the independent merchant.

His merchandise was

supplied by independently-owned service wholesale dis
tributors,

Competition on both levels, retail and whole-'

sale, was severe.

Entry into the retail food business was

relatively easy because of the subsidisation by x-.holesalers
eager to increase their number of accounts.

This, together

with the appearance of new food products, the nex-; dietary
habits, and the rapid rise in the standard of 1 lying in the
United States, resulted in a proliferation of reta.il food

^Staff Report to the Federal Trade Commission,
.Economic Inquiry into Food Harketing, Part I (Washington:
U. S. Government Printing Office, I960), p. 3 .

6

stores.

Many of these stores were operated hy people who

had little, if any, qualifications for retailing or the
necessary knowledge of merchandising, accounting, and
sales methods.
Chaln-Store Hra
At this point the chain store organization began
to emerge as a real threat to the future of independent
rotailors.

The tine was ripe for the development of. an

organization that could train and direct the management
of its own stores.

The chain store organization could

manipulate its own retail stores to provide the wholesaler
with a continuing steady influx of orders which enabled
him to operate his warehouse, facilities with the maximum
efficiency of the times.
The chains.introduced innovations in merchandising
and advertising.

Store cleanliness, private brands, per

sistent advertising, full food store lines, and "less
leaders" became trademarks of the chains.

The chains

enjoyed generally lower costs because of their quantity
buying, elimination of services, and more efficient oper
ation.
Soon this newly organized machine was'.threatening
to blanket the country at the expense of the independent.
By 191‘3 Kroger Grocery h Baking Company was operating
grocery stores with annual sales approaching $26,000,000j

7

the sane year the Atlantic & Pacific .Tea Company reported
3 ,7 9 9

stores and sales of 0 lfp2 ,0 0 0 ,0 0 0 .^
The greatest development, of the chains, however,

took place from 1918 to 1929.

This period is often r e 

ferred to as the "chain-store era."

The number of grocer?/

and grocery and meat chains combined enisling for each
year, at five-year intervals from 1 9 0 0 to 1 9 2 8 , is given
in Table I.
Reaction of Independent grocery retailers.

The

independent merchants tried to meet this new form of com
petition by attacking the chains on moralistic and ideal
istic grounds.

This did result in the enactment of some

anti-chain legislation, but the consumers, who were more
interested in economising on food than in preserving an
"ideal," the independent merchant, patronized the chains
in ever-increasing numbers.
A second and more fruitful approach to meeting
chain store competition was to "fight fire with fire."
A few realistic leaders among independent retailers and
wholesalers concluded that, the only way to compete with
the chains was to adopt their system of operation.

The

basic concept underlying the corporate chain was simply

Charles F. Phillips and Delbert J. Duncan, M a r 
keting (revised edition; Chicago:
Richard D. Irwin, Inc.,
195?2) 7 P. 182.

/
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TABLE I
NUMBER OF GROCERY AND GROCERY AND HEAT CHAINS
COMBINED EXISTING FOR EACH YEAR,
AT FIVE-YEAR INTERVAL'S
FROM 1900 to 1928*

Year

Number of grocery and grocery
and meat chains combined

1900
1905 . . . . . .
1910 . .
1915'...............................

21
.

.

1920
1925..................................................
1928 .
............................................

.

'

lik

62
112

180
301
315

""Computed from Federal Trade Commission Report,
Chain Stores: Growth and Development of Chain Stores,
Senate Document No. 100 "(Washington:
U. S . .Government
Printing Office, 1932), p. 58.

9

that operation of a number of retail stores under central
ownership would permit quantity buying and facilitate
united promotion.

This also became the basic concept

of these' independent retailer leaders ih the formation
of the grocery cooperatives.
III.

PRINCIPAL TYPES OF -GROCERY COOPERATIVES

A cooperative chain is defined 'by the- Federal Trade
Commission as "an association of independent retailers
acting cooperatively either by themselves or with a w hole
saler to obtain advantages in buying,

advertising,

or in

the performance of other merchandising functions or
activities. "7

There are tiro main types,' the retailer

cooperative chain and the wholesaler-retaller cooperative
chain.
Retailer-Owned
-- - - -— -Cooperatives
- ■1
- .
—-The retailor cooperative chain, usually referred
to s.s o. retailer-owned cooperative,

is a business organ

ization owned and controlled by independent retailer mem-bers.

It functions as a wholesaler,

and cooperatively

performs various merchandising activities.

Usually the

4
cooperative obtains .Its own warehouse' facilities and

7
'Senate Document lo. 12, Chain Stores: Cooper
ative Grocery Chains (Washington:
U. S. Government Print
ing Office, 1 9 3 2 ), "p. xv.

10

equipment,

and through its board of directors, hires a

qualified manager to •operate the warehouse for the mutual
benefit of all retailer members.
I-Iost retailer-owned cooperatives-require a certain
minimum holding .of stock which Is the chief source of w o r k 
ing capital for the wholesale operation. • Additional working
capital may be obtained from initiation fees and. from m e m 
b e r s ’ cash deposits which are required by- some cooperatives
as a guarantee that all bills will be met promptly.

Most

of the retailer-owned cooperatives are operated on a n o n 
profit basis;

that Is-, they add to the cost of their m e r 

chandise a mark-up which is not in excess of their cost
of operation.

Other retailer-owned cooperatives pay divi

dends on their c o m ..011 stock,

or p a y 'dividends on a patronage

basis, as a means of distributing their earnings to the
retailer members.
Objectives.
**
.

The single objective of retailer-owned

*

grocery cooperatives in the beginning 'was to buy their
groceries at lower prices so as to become more competitive
with the chains.

The early retailer-owned grocery cooper

atives were operated on a limited service plan, whereby
items were sold for cash and the buyer provided the trans
portation.

Stock in the warehouses was limited to the

faster-moving items.

But most retailer-ownecl cooperatives

today have become more than just a buying entity.

ITew

objectives have placed the emphasis on merchandising and

11

selling, and there is a definite trend.for these cooper
atives to increase the number of services rendered to tlieir
retailer members.
Barly 'development.

The first definite beginning

of the retailer-owned grocery cooperative movement in the
United States was in 1 8 8 7 with the organization of the
Baltimore Wholesale Grocery Company. 0

In 1888 about one

hundred grocers, butchers, milkmen, and. other retailers
banded, together and ...formed the Frank ford Grofeory Company
of Philadelphia.

The chief reason for its formation grew

out of the ills and abuses that the grocery business had
faced for some time.
bills.

The main problem was uncollectible

Other aims were:

(l) to eliminate long working

hours, and (2 ) to obtain lower prices on merchandise from
wholesalers.

It was soon apparent that these objectives

could be realized by cooperation--buying and merchandising
collectively.^
Growth.

Growth of retailer-owned grocery cooper

atives x;as slow a n d ■Irregular up to 1 9 2 5 , after which time
their development was.spurred by the growing popularity of
the chains.

The growth, and present status of retailer

8 Ibid., p. 1 0 .
9

Bernhardt hosier, "The Story of the First Retailer
Owned Cooperative Group," The Voluntary and Cooperative
G roups'hagazine, December, 19k9, p. 7.
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owned grocery cooperatives will be shown in subsequent
tables.

.

-

Voluntary Ohalhs.
The wholesaler-r.etailer cooperative, usually re
ferred to as a' .voluntary chain or group, is defined as
"a group ,of independent retailers affiliated with a whole
saler for buying, advertising, or other merchandising
activities."-^ • T h u s , .the main difference between this type
of cooperative and the. retailer-owned cooperative is con
trol of the organisation.

In a retailer-owned cooperative

the Independent retailer members control the organisation;
In a voluntary chain, the wholesaler retains control of
the organization.
Services.

Usually the wholesalers ■in a volimtary

chain perform many more services for tlieir independent re 
tailor members than the retailer-owned cooperatives.

There

Is usually a formal contract between the wholesaler and
each retailer member of the voluntary chain in which the,
wholesaler,

In addition to providing the regular whole

saling services, may agree to furnish the retailer'member
private-brand merchandise,

develop a sales promotion plan,

provide supervisors to help In merchandising and management,
furnish "leaders,"' aid in store modernization,:and provide.

10Senate Document Mo. 12, op.' c l t ., p. xv.
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uniform store signs.

In return each retailer member agrees

to remodel his store according to the plan of the whole
saler, display the sign of the group, concentrate a certain
percentage of his purchases with the wholesaler, feature
the "leaders," push the private brands supplied him, keep
his accounts according to a suggested system, and pay cer
tain foes to the wholesaler to compensate him for the ser
vices. he has agreed to render.
The retailer‘members of voluntary chains maintain
stores which are noro uniform In appearance than those of
tho retailer-owned cooperatives, and their operations usu
ally resemble more closely those of the corporate chains.
Qporat.ing-cost ratio.

These additional, services

of the voluntary chain wholesaler have increased the oper
ating coot ratio of the latter, not only above the retailerowned cooperative, but also above that of all general-line
grocery wholesalers.

In an effort to cut these costs,

some of the voluntar;- chain wholesalers are now reducing
their services,

such as, accepting not more than one order

per week from each retailer member, charging the retailer
member cash on delivery, and having the retailer member
do his own unloading of merchandise on delivery.

The success

of .this plan is clearly indicated In Table II, which shows
the voluntary chains reduced their operating expenses from
10.6 per cont in 1939 to 7- U- por cent in .l9'3lj., a reduction
of 3.2 oer cent.

Ik

TABLE II
OPERATING 'EXPENSES BASED ON PERCENTAGE OP SALES
OP GROCERY COOPERATIVES AND GENERAL
LINE GROCERY WHOLESALERS* '

Organization
Retailer-Ox-med Coojjeratives
Voluntary Chains
General-Line Grocery
Wholesalers

1939
5 .2/0

Years
19LS-6
1951-1-

1958

.

f

k. 6#

Mi-5 ~

1 0 .6

8.3

7.k

9o

8 .1

7.5

5.3fo

-

6 .1}.

'“Computed from United States Census of Business,
Wholesale Trade (Washington: U. S, Government Printing
Office, for stated years).
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With the voluntary chains reducing their services,
and the retailer-owned cooperatives increasing their ser
vices to members, the two typos of organizations are growing
m o r e .alike in operation.

In the 19 5 o Census of .Business,

Wholesale Tr ade,' information about the tuo organizations as
to ostablishments,. sales,

inventories, operating expenses,

p a y r o l l ‘and personnel is grouped together.
Early development.

The voluntary chain did not

come into existence until 1916 with the organization of
the General Purchasing and .Distributing Company of San
Francisco.'

-In 1920, Hr. S.. K. Flickinger,'of Buffalo, Hew

York, made a beginning of what has become one of the national
examples of the voluntary chain, the Red and. White Corpo
ration.

He acquired the private label business of the

Serve-us Grocery Products Corporation, a buying group,
started the Red and White chain stores.

and

Because of the

competition from the regular chain stores,

the chain store

taxes, and personnel problems, he sold his stores to the
individual, managers.

He continued in business as a w h o l e 

saler with a supply depot for these stores .
Ihe voluntary cb.ai113.were slower to start but after
1926 made more rapid growth than the retailer-owned cooper
atives.

Table III shows the year of organization and growth

of 226 cooperative chains in the United States.

J-llbld., p. 22.
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TABLE III
YEAR OP ORGANIZATION REPORTED BY' 226
COOPERATIVE GROCERY CHAINS

RetailerOxvned

Year of Organization
Prior to 1890 ...........
1890 to 1900
...........
1900 to 1910
...........
1910 to 1915
...........
1915 to 1920
...........
1920
....................
1921
....................
1922
....................
1923
....................
1 9 2 1 : ....................
1925
....................
1926 - . r ...............
1927
. . . .
...........
1928
. ..................
1929
................. ..
Total

Wholesaler'
Sponsored
M

. . .
. . .

8
5

. . .

k
52
6

. . .
. . .
. . . '
. . .

...
. . ,

-13
11
13
ill

~
1
1
2
2
2
k
10
2k
2k
k$
115

'"'Senate Document No. 12, Chain Stores: Cooper
ative Grocery Chains (Washington: U. S. Government
Printing Office, 1932)> P* 9.
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Other Types’ of Wholesale Grocery Cooperatives
The retailer-owned grocery cooperatives and the
voluntary chains should not be confused with two other
types of cooperative wholesale organizations:

(1 ) the

consumer-cooperative wholesaler,, and (2 ) the buying pools.
The consumer-cooperative wholesaler. .The consumerjcoop'erntive wholesaler was formed by consumer-cooperative
societies with the basic aim of purchasing and supplying
merchandise to the consumer-cooperative retail stores on
a cost-of-sorvice basis.

It is owned by the consumer-

cooperative society and if any profits are earned, they
are returned on a percentage basis to the members.-^
The buying pools.

Another very elementary form

of cooperative' organization in the food industry is the
"buying club" or "pool buying" whose p'urpose is the pooling
of orders to buy In large quantities direct from the manu
facturers.

Such clubs or pools generally have no definite

organization, keep few if any records, and operate inter
mittently.
IV.

PRYSGYT STATUS Of GROCERY COOPRRATIVYS

The growth and present status of wholesale grocery
cooperatives Is illustrated, by Table IV, which gives' the

^Phillips, op. cit., p. 239.

TABLE IV
GENERAL-LINE GROCERY WHOLESALE ESTABLISHMENTS AND
SALES, BY TYPE OF OPERATION , FOR THE YEARS
1935 , 1939, 1948, 1954 , and 1958

1333d

1933a

Years
194$b

1954b

1958b

Establishments:
Voluntary Chains
Retailer-Owned
Cooperatives
Other0

584

638

634

574

157
3,092

136
3,168

211
3,408

193
2,553

1,580

Totals

3,833

3,942

4,253

3,320

2,253

658

$1,627

$2,464

144
1,232

155
1,373

582
3,562

1,298
3,592

3,192

$1,954

$2,186

$5,771

$7,354

$8,428

29.6%

30.1%

28.2%

33.5%

7.4
63.0

7.1
62.8

10.1
61.7

17.6
48.9

37.9

100.0%

100.0%

100.0%

100.0%

100.0%

(In Million
of Dollars)
Voluntary Chains
Retailer-Owned
Cooperatives
Other0

673^

Sales:

Totals
Per Cent of Total
Sales:
Voluntary Chains
Retailer-Owned
Cooperatives
Other0

Totals

$

578

$

$5,236d

62.l%d

aEdmund B. O ’Leary, Cooperative Wholesaling in Grocery
Distribution (Columbus, Ohiol Bureau o if Business Research, The Ohio
State University, 1942), p. 8.
bu. S, Census of Business, Wholesale Trade (Washington:
U. S. Government Printing Office, for given years).
cOther includes Cash 8 Carry Food Depots and Other GeneralLine Grocery Wholesalers.
dU. S. Census of Business publications for 1958 grouped
Voluntary Chains and Retailer-Owned Cooperatives.
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number of establishment's and amount of sales of generalline grocery wholesalers for the years 1935, 1939, 1988,
1958, and 1958.
Number of Establishments
From 1935 to 1939 the voluntary chains had a gain
in number of establishments of 58, whereas the retailerowned cooperatives lost 21 establishments.

From 1939 to

1988, however, the voluntary chains lost 8 establishments
and the retailer-owned cooperatives gained 75.

Then from

1988 to 1958 both cooperatives lost in number of establish
ments, and this trend continued from 1958 to 1958-

This

trend is also apparent in other general-line grocery whole
salers whose number of establishments dropped from 3,893
in 1958 to 1,580 in 1953, a loss of 1,828 establishments
in ten years.
Sales

The increase in the amount of sales of both types
of wholesale grocery cooperatives has been outstanding.
From. 1935 to 1958 the voluntary chains increased- their
sales volume approximately five-fold, whereas the retailerowned cooperatives increased approximately nine times.

The

other general-line grocery wholesalers increased their
sales volume for the same period of tine less than three
times and their amount of sales were on the decline from
1958 to 1958.

The cooperatives continued to increase their

20
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amount of sales from 1951-!- to 1953 to a combined total of
over five billion .dollars.

Table V, page 22, shows this'

increase continuing in 1959 and i960 with the retail'orowned cooperatives gaining at a faster pace than the vol
untary chains.
Since sales for cooperative wholesalers have con
tinued to increase while the number of establishments have
decreased,

it is apparent that t’ais was a period of re-

evaluation' in the organizational structure of these estab
lishments.

A strengthening of individual cooperatives is

indicated.

Cooperatives who were not able to efficiently

service their retailer members either dropped out of exist
ence or merged with efficient wholesalers.

It should not

be implied from these tables that’ there was no entry of
new cooperatives into the food industry.

In Chapter II

this study will show that this period was an ora of ex
pansion for cooperatives in the Southeastorn section of
the United States.
In per cent of total sales Table IV, page lo, shows
that the voluntary chains had a gain of approximately ![_ per
cent from 1935 to 195)-!-?. whereas the retailer-owned cooper
atives gained over 10 per cent for the same period.

An

other source gives the per cent of total sales for the
retailer-owned cooperatives In 195' as 26 per cent,--3 a

13" The Story of the lietaller-Owned Industry,"
Cooperative Merchandiser, April, 196.1, p. 36.

21

gain of 8 .k per cent .in only four years.

This would, leave

the voluntary chains a gain of less than 1 per cent in the
four-year period.
In the recently conducted "Fcononic Inquiry Into
Pood Ilarketing," the Federal Trade C o m i s s i o n reported
that of the retailer-owned cooperatives reporting to it,
’’aggregate sales Increased, nearly ten times as'much as
those of all other general-line grocery wholesalers” during
the period 1958 to 1 9 5 8 .-^Table V, page 22, shows the wholesale'grocery sales
of the cooperative wholesalers and the unaffiliated whole
salers for the years 1959 and I960.

The percentage gain in

sale3 of I960 over 1 9 5 9 for the voluntary chains was. 1 2 . 7
per cent, and for the retailer-owned cooperatives, 1 3 . 9 por
cent.

Por the same period the sales of the unaffiliated

.wholesaler dropped k . 5 per cent, while the sales of all
general-line grocery wholesalers were up 7 . 2 per cent,
which tends to show that the national trend Is heavily in
favor of group operation and integration.
Humber of Retail Food Outlets
Table VI gives the estimated breakdown! of total
retail food outlets in the United States for the years
1952, i9 6 0 , and 1961.

During these nine years the total

^ ‘Staff Report to the Federal Trade Commission,.
Part I (Hashington: U. S. 'Government Printinc Off-’ce,
I9 6 0 ), p. 3 .
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TABLE V
WHOLESALE GROCERY ESTABLISHMENTS A N D SALES
OF COOPERATIVES A ND UNAFFILIATED
INDEPENDENTS FOR' TfEARS

1959 and 1960#

Types of
Establish
ments

Percentage
Number of
Sales
Gain in Sales
Firms
(Pilllion Dollars)
I960 over 1959
1959 I960
1959
I960

Voluntary
Chains

1-1-25

525

Retaller-Owned
.Cooperatives

197

200

2,850

3 ,211.0

t 1-3.9

Unaffiliated
Independents l,S5 o 1,760

3,600

3 , W j-0

-#-.5

Totals

# 'liylj-OO :
v h ,950

2,1x72 2,Li-85 .#10,850 !
#11,630

1-

12-.7P

T 7.25

“Computed from "Facts in Grocery Distribution., "
Progressive Grocer, I960 Edition, 'p. F20,'-and 1961 Edition,
p. F20.
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number of retail outlets in the food field has dropped
136,95>0, or approximately 28 per cent.

As this was during

the period of the "population explosion” in the United
States, and during t h e ;period when retail grocery sales
increased l\$ per cent,-^ there .is an indication that the
retail otitlets in the food field emerged as super markets
with- the small corner grocery store becoming a part of
retail history, and. gradually disappearing from the scene.
A .comparison of Table VI, page 2k, with Table V,
page 22, Indicates that in 196 0“ “the cooperative wholesaler
011.an average serviced.approximately 116 retail stores.
Retail grocery sales. , The rate of growth of the
cooperative wholesalers is clearly •.reflected in the prog
ress'made by Independent retailers who are supplied by
them".

Table VII, page 25, compares.the growth of retailers

affiliated with voluntary and retailer-01-med cooperatives
with thah of the retail stores of corporate chains and the
unaffiliatec! Independent retailers.

The affiliated re

tailers have gained the upper hand in the food retailing
field,

increasing their share of the total retail grocery

sales 19 per cent in the past thirteen years, while their
corporate competitors managed, to carve out only a small
increase of 2 per cent.

Both the cooperatives and the

,^ C o m p u t e d from "Pacts in Grocery Distribution,"
Progressive Grocer, '196l Edition, p. P2k.
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TABLE VI
ESTIMATED TOTAL RETAIL ROOD OUTLETS IE TEE UNITED
STATES, BY TYPE -OP OPERATIONS, FOR YEARS
1952, I960, and 1961*

Years
I960

1961

90,000

95,000

81|.,000

376,000

251,300

211-7,000

22,-000

19,700

20,050

Type

1952

Voluntary Chains and
Re tor' l er-Ovmed Cooperatives
Unaffiliated Independents
Chain Grocery and. Combination
Stores
Total Retail Pood Outlets

1533,000

3 6 6 , 0 0 0 351,050

"'Computed from "Pacts in Grocery Distribution,"
Progressive Grocer, 1952 Edition, p. Pi; i96 0 Edition,
p. PI; and 1961 Edition, p. PI.
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TABLE VII
PERCENTAGE OF TOTAL RETAIL GROCERY SALES OF
CORPORATE CHAIRS, AFFILIATED AiTD
UNAFFILIATSD RETAILERS IN"'
THE UNITED STATES'"'

Type of Establishment

19lj7

Years
1956
1953

i9 6 0

Corporate Chains

375

3 0/3

375

395

Una fflllate d

3l}-5

255

195

135

Affiliated

295

395

hlrJ

l|-85

'"'Robert ¥. Kneller, "The New Distributor and the
New Independent, Their Progress and Opportunity" (paper
read at the Annual Convention oT National American Whole
sale Grocers Association, Chicago, March ll|., 1961).
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corporate chains are gaining at the expense of the un
affiliated independent grocer, whose share of the market
shrank from 35 P®^ cent in 1957 to 13 per cent in I960.
The cooperative wholesalers "novr play such a large
role that the Federal Trade Commission, currently probing
mergers among the corporate chains, hints it is taking a
good loo]; at the groups, too."-1:^
V.

TRADE ASSOCIATIONS OF COOPERATIVE
GROCERY WHOLESALERS

Early developmsnts.

In 1925 the Pacific Coast

mercantile Company was organized with the objective of
enabling the cooperative wholesalers "that comprised the
membership to procure merchandise on the direct list more
easily and at more favorable prices than wore then avail
able to them. "^-7

The lessons and benefits accruing from

this organization indicated there were better opportunities
to be had by forming a national organization with member-'
ship consisting of all cooperative wholesalers throughout
the United States, and. the Rational Retailer-Owned Whole
sale Grocers Association was formed in 1927*

"^Richard p. Janssen, "Group Grocers," The Wall
Street Journal, June 3, 1959, p. 1.
-*-7Ida H. Brace, "The History of Rational Retailer-'
Owned Grocers, Incorporated," The Voluntary and Cooperative
Groups Iiagazine, December, 1959, pi l"5".
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In 1935 the director's of national Retailer-Owned
Wholesale Grocers Association-approved the recomnendations
made b y the management that two organizations were needed:
(1) a merchandising corporation,
association.

Accordingly,

and

(2) a national trade

the merchandising corporation,

national Retailer-Owned G r o c e r s , .Incorporated, was estab
lished with, headquarters in Chicago.

The national trade

association had its headquarters in Washington and became
known as the Cooperative Wood Distributors of America,
with the objectives of fighting for the Industry as a whole
and to engage In educational and other activities designed
to develop the movement and strengthen the retailer-owned
cooperatives throughout the country.
The boards of the two organizations were virtually
the same, but membership in the trade association was open
to any bona fide retailor-owned company, whether It was a
member o f ’national Retailer-Owned Grocers or not.
national Retailor-Owned Grocers.

Membership In

National Retailer-Owned Grocers "is limited to wholesale
g r o c e r y houses

wherein pi por cent or more of the owner

ship is in the hands of active retail grocers,

and to any

warehouse distributing company that Is pi por cent or more
“i

Cl

retailor-owned. UJ-°

In 191+8 National Retailer-Owned Grocers

was split into three divisions in order to give better

-*-^Ibid., p. 15.
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service to its inembers.

The Eastern division was estab

lished with its headquarters in New York;

Central Retailer-

Owned Grocers was set up in Chicago; and the Pacific
Mercantile Company had its headquarters in San Francisco.
A retailer-owned wholesaler derives two primary
benefits from membership in National Retailer-Owned Grocers
(].) an insurance program which embraces both the counsel
and. guidance of a trained Insurance counselor and an oppor
tunity to purchase various- forms of insurance at group
rates,

and (2) the U 3 e of National Retailer-Owned Grocers’

brands of merchandise.
purchasing power,
ing,

Other services rendered are mass

store engineering,

store displays,

advertising, account

training schools, and financial aid.

Local retailer-owned warehouses own stock in
National Retailer-Owned Grocers.

Each stockholder is en

titled to one vote in the election of the directors, who,
in turn, elect the officers.
Cooperative Food Distributors of America.

Cooper

ative Food Distributors of America is the only trade asso
ciation representing the retailor-owned food movement.

Its

members represent 75 per cent of all business done in the
movement.

It represents its members in Washington,

carries

-*-9Th.e information in this section was obtained
from a pamphlet, "What C.F.D.A. Does for the RetailerOwned Wholesaler," published by Cooperative Food Distribu
tors of America, Chicago.
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on trade relations, does research work, and offers educa
tional workshops for the benefit of its members.
Cooperative. Food Distributors of America has a'con
tinuing bulletin service going to its members, issues a
confidential monthly "Executive Letter" of particular inter
est to management, and publishes a periodical, Cooperative
Ilor cIian cl1 sor , which is the only official voice of the
retailer-owned food movement.
Thoro is no initial membership fee to join Cooper
ative Food Distributors of America, but there is an annual
assessnont-fee based on the wholesaler volume as follows:
Annual 3ales Volime

Yearly A s sessment

v 1,000,000 and under

h

125.00

0 1,000,000 to h k, 999,999.99

h

250.00

■;} 5,000,000 to 0 9,999,999.99

0

500.00

9 1 0 ,0 0 0 , 0 0 0 to .-ai,999, 999.99

h

750.00

;i5,000,000 and over

hi,000.00

CHAPTER II
Till DEVELOPMENT AND PRESENT STATUS OP RETAILER
OWNED COOPERATIVES IN TIIE SOUTHEAST
The present chapter will consider the development
and current status of retailer-owned cooperatives in a
nine-state area, surveyed by the author as to the exist
ence of such cooperatives,

and hereinafter designated as

the Southeastern section of the United States.
states are:

The nine

Alabama, Arkansas, Georgia, Florida, Louisi

ana, Mississippi, North Carolina, South Carolina,

and

Tennessee.
I.

METHOD OF CONDUCTING SURVEY

The material and data for this study were obtained
largely from questionnaires sent to all retailer-owned
cooperatives in the Southeast of which a rocord could be
o b t a i n e d . A d d i t i o n a l information was obtained by corres
pondence and by the aut h o r ’s personal visits to several
of these cooperatives.
Response to questionnaires.

A list of 32 retailer

■'"In compiling the mailing lists helpful assistance
was obtained from the following organizations:
The
American Institute of Food Distributors, Inc.; The National
Retailer-Owned Grocers Association; and the Cooperative
Food Distributors of America.
An examination of trade
journals yielded additional names.
30

owne.d cooperatives was obtained and -the following tabu
lation shows the number of questionnaires sent and the
re turns ther e t o :
.................... 32
Number of questionnaires sent
Number of usable questionnaires returned
.............
21
Number of questionnaires not usable because:
Retailer-owned cooperatives out-of-business . . . . .
Retailer-owned cooperatives consolidated
...........
Organizations not classed as a retailer-owned
cooperative ..........................................
No return obtainable
.................................

3
2
3
3

Out of the total 32 questionnaires mailed out-, 29
were returned, approximately a 91 per cent response.

Out -

of the 11. organizations that furnished no information or
information that was not usable,

3 organizations reported

that they were not a true retailer-owned, cooperative.
Another 3 were reported as being out of business.

In 2

cases there was a consolidation with existing cooperatives
that are included in the total 21 usable questionnaires.
A total of 3 questionnaires,

or approximately 9 pen cent

of the total sent out, wore not heard from despite repeated
follow-up letters.
II.

REASONS POR SLOW DEVELOPMENT OP
COOPERATIVES IN THE SOUTHEAST

The affiliation of retail stores with either co
operatives or corporate chains has been relatively weak and
slow to develop in the Southeastern section of the United
States as compared to other sections of the nation.
reasons for this relatively weak development Include:

Some
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1.

The relative laclc of large metropolitan areas.
This constitutes a major drawback to all forms
of chain and group activity since such activi
ties function best in large cities where there
is maximum opportunity for group promotion and
rapid, efficient delivery service from a ware'house.
Some legislation in several southern states which
has impeded the development of corporate chains
and cooperatives.
The state of Georgia, for
example, has an ''anti” chain store tax law which
- .was held to apply to cooperative groups.2

2.

However,
bution,

The American Institute of Pood Distri

Incorporated, reports:

In recent months this evolution (of group for
mation) has been progressing in the South, which has
long lagged behind because of wholesale grocers sup
plying so many different types of stores*
The total
number of retailers in the newly formed groups is not
yet large . . . but the southern wholesale grocers are
working on programs to organize their worthwhile re
tailers. 3
III.

TABULATIOIT OP RETAILER-0W1TED COOPERATIVES
III THE SOUTHEAST

Table VIII gives the concentration of retailerowned cooperatives and their retail members in the South
east.

The gr.owth in number of cooperatives increased from

19 in 1939 to 30 in 1933, approximately a 38 per cent
increase.

Por the same period the number of retail mem

bers in cooperatives increased from 1,139 to 2 ,3 7 0 , a

2David J. Schwartz, Jr., "Voluntary and Cooperative
Groups," Atlanta Economic Review, April, 1937, p. 9.
3Index to the Operating Methods of the Voluntary
Chains and Retailer Cooperatives^ (H e w Y o r k :
The American
Institute of Pood Distribution, Inc., 1937), p. iv.

TABLE VIII
TABULATION OF RETAILER-OWNED COOPERATIVES AND THEIR RETAILER
MEMBERS IN THE SOUTHEAST BY STATES FOR THE YEARS,
1939, 1953, 1956, and 1961

1939a
Groups
Members

States

Alabama
Arkansas
Florida
Georgia
Louisiana
Mississippi
North Carolina
South Carolina
Tennessee

Totals

j

1953b
Groups
Members

2
0
1
2
3
0
4
3
4

148
0
10
240
76
0
220
225
270

3
0
6
4
1
1
10
1
4

112
0
358
453
240
50
. 595
130
432

19

1,189

30

2,370

1956c
Groups
Members

1
1
8
5 .
3
0
7
1
6
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aThe Voluntary and Cooperative Groups Magazine, (New York:

1961d
Groups
Members

112
43
627
326
328
0
458
82
503

1
1
4
3
3

2,479

21

0

4
1
4

159
132 .
956
780
420
0
540
150
617

3,754

Cook Publications, April, 1959)

bIbid., April, 1953, 1. 52.
cIndex to the Operating Methods of the Voluntary Chains and Retailer Cooperative, (New York
The American Institute of Food Distribution, Inc., 1951), p. xxv.
dIn response to questionnaires of the author.

99.3 per cent Increase, making the 1939 to 1953 period the
period of greatest growth for the retailer-owned cooper-atives in the Southeast.

Growth in number of cooperatives

remained rather stable from 1953 to 1956, increasing by 2 ,
or 6.7 per cent, whereas the number of retail members in- •
creased from 2,370 to 2,Ij.79, a- Ip.6 per cent gain.

By 1961

the number of cooperatives had dropped to 21, a 3k* k Pep
cent decrease since 1956.

However, the number of retailers

affiliated. Increased from 2,1x79 in 1956 to 3,751- in 1961,
a 5l»l- pan cent gain, which woul'd seem to indicate that the
cooperatives either consolidated (on the basis of question
naires returned two did consolidate), or the retailers
affiliated with, the cooperatives which went out of business,
immediately identified themselves 'with another established
cooperative.

Prom 1939 to 1961 the average number of re

tailer members per cooperative had increased from approxi
mately 6 3 to 179 members, a l81p per cent increase.
Analysis of these nine states showed a wide fluctu
ation in the number of retailer-owned cooperatives in "the
separate periods covered, whereas this fluctuation was not
noticeable in comparing the 1939 and 1961 group numbers.

Por example, the number of groups in North Carolina fluctu
ated. from b. in 1939, to 10 groups in 1953 (the largest
number of groups reported for any year in any one of these
nine states), to 7 in 1956, and back to Lj. in 1961.
Three of these states showed an over-all increase
in number of retailer-owned cooperatives from 1939 to 1961:.
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the number In Arkansas Increased from 0 to 1, the number in
Florida increased from 1 to l\., and In Georgia the gain was
from 2 to 3.

Two states showed an over-all decrease in

number of groups for this period:

groups in Alabama dropped

from 2 to 1, and those in South Carolina dropped from 3 to
1.

The remaining four states had the same number of cooper

atives In existence in 1961 as in 1939:
groups,

North Carolina had i;.. groups,

Louisiana had 3

Tennessee had Ip groups,

and Mississippi had no retailer-owned cooperatives In either
1939 or 1961.

However,

one cooperative was reported to be

in existence In Hisslssippi In 1953, but it had ceased to
operate by 1956.

In comparison to number of retailer-owned cooper
atives In existence in each, of these eight states (Missis
sippi is necessarily excluded), there was a definite upward
trend of growth In the number of retailer members affiliated
with these groups.

Only South Carolina showed a decline,

reporting 225 members in 1939, and 150 In 1 9 6 1 .

Florida-

had the largest increase--only 10 members were reported to
be affiliated with retailer-owned cooperatives in 1939,
whereas 956 were affiliated In 1961.
All of these states from 1939 to 1 9 6 1

(with the

exception of Mississippi whose status quo remained at zero
for 1939 and- 3.961) showed over a 100 per cent Increase In
average number of. retailer members per cooperative.

The

largest increase was in Florida with a tremendous 2,680
per cent increase.

The next highest increase was I4.6 O per
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cent in Louisiana.

This was followed by North Carolina

with ll\$ per cent, Arkansas with 132 per cent, Tennessee
vjith 126 per cent, Georgia with 117 per cent,' Alabama with
llli per cent, and even South Carolina, which had a decline
in total number of retailer members,

showed an increase in

average number of members per cooperative of 105 per cent,
IV.

PRESENT STATUS OF RETAILER-OWNED
COOPERATIVES IN TEE SOUTHEAST

The present status of retailer-owned cooperatives
in the Southeast can best be shorn by an analysis of mem
bership,

sales, warehouses,

items handled, policies, and

services of these cooperatives.
Membership
Of the 21 retailer-owned cooperatives in the South
east in existence as of June 1, 1961, Table IX gives the
date organised, number of members at date of organization,
and number of members as of June 1, 1 9 6 1 .

The success of

these organizations is indicated by the increase in number
of members at date of organization to the present time, an
increase of over 800 per cent.

However, a comparison of

Table IX, page 37, with Table VIII, page 33, shows that of
.the 19 retailer-owned.cooperatives in existence in 1939,
only 6 were still in existence as of June 1, 1961, an indi
cation of the handicaps facing such organizations.
handicaps are:

Some

the limited number of adequately trained
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TABLE IX
DATE ORGANIZED, NUMBER OP IEMBERS AT DATE OP ORGANIZATION,
AND NUMBER OP MEMBERS AS OP JUNE 1, 1961 FOR
21 RETAILER-OWNED COOPERATIVES
,IN.THE SOUTHEAST*

\

Date

Number of
Cooperatives
Organized

1928
1929
1930
1931
19l|-0
19i|-7
19i|-8
1950
195-1
1953
1956
1957

1
1
2
2
2
7
1
1
1
1
1
1

Totals

21

'

Number of Members
at Date o f
Organization

Number of
Members
June 1, 1961

ii;
20
15
35
27
178
13
23
8
13
26
38

159
lli-0
358
. 31+5
23b
1,^ 82
lllj.
55
175
125
135
132

IfJLO

3,751'

'■’''Computed from questionnaires returned to the
author.
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personnel; the difficulty of obtaining adequate working
capital since financial reliance is upon the individual
members of the organization, and the. management of such
finances; and the inherent weaknesses of human nature,
especially the cooporative and loyalty factors, which are
so important in a retailer-owned cooperative,
As indicated, in Table IX, page 37» ^ ie oldest
retailer-owned cooperative in existence as of June 1, 1961 •
in the Southeast was organised in 1928, fifty-nine years
after the first retailer-owned cooperative, the Baltimore
Wholesale Grocery Company, was established in the United
States.

By this time ninety-seven retailer-owned cooper

atives had.been established in other sections of the United
States as shown- by Table III, p a g e '16.

It Is apparent then

that the Southeast had lagged far behind other sections of
the nation in the development of this type of wholesale
institution.

Development continued to bo slox-j with the

largest number of retailer-owned cooperatives still in
existence In the Southeast being formed in 191l7.

Of the

seven cooperatives formed that year, three -were organized
in the state of Florida.
Sales
Table X gives the sales of these 21 retailer-owned
cooperatives in the Southeast by states for the years 19J?0,

^-Hector Lazo, Retailer Cooperatives (Hew York:.
Harper h Brothers, 1937)a P* 22lu

TABLE X
SALES BY STATE OF 21 RETAILER-OWNED COOPERATIVES IN THE SOUTHEAST
FOR THE YEARS 1950, 1955, AND 1960, WITH PERCENTAGE
CHANGE FROM 1950 TO 1955, AND FROM 1955 TO 1960

Sales
(In Million Dollars)
1950
1955

State

Percentage
Change From
1950 to 1955

Sales
(In Million Dollars)
1960

Alabama
Arkansas
Florida
Georgia
Louisiana
North Carolina
South Carolina
Tennessee

$ 2.5
0
7.0
6.6
3.1
4.4
1.0
10.2

$ 5.0
0
21.8
19.4
3.9
11.1
2.5
16.0

100%
0
211
195
26
152
150
57

$ 13.0
7.5
79.8
41.0
9.7
16.7
6.0
28.1

Totals

$34.8

$79.7

129%

$201.8

*Computed from questionnaires returned to the author.

Percentage
Change From
1955 to 1960

160%
--

266
111
149
50
140
76

153%

l|.o

1955,

and I960, with the percentage change fr-on 1950 to

1955, and from 1955 to i960.
The percentage Increase in sales from 195° to 1955
was 100 per cent or

over in all states except two:

ana with a gain of26 per cent, and Tennessee
cent expansion.

Louisi

with a 57 per

The highest percentage gain was made by

cooperatives in Florida with 211 per cent.

Georgia cooper

atives also had a substantial augmentation, 195 per cent.
Cooperatives in North Carolina and South Carolina showed
increases respectively of 152 per'cent and 150 per cent.
The expansion in sales in cooperatives in Alabama was an
even 100 per cent.

This gave the average percentage in

crease of sales of retailer-owned cooperatives in the
Southeast from 1950
This growth

to 1955 as 129 per cent.
in sales showed an even larger percent

age gain from 1955 to I960, with the average percentage
Increase in sales of retailor-owned cooperatives in the
Southeast being 153 for cent.

The average percentage gain

in sales of all general-line grocery wholesalers in the
United States for this period was b.9 per cent.^

Thus, the

retailer-owned cooperatives in the Southeast had more than
a three-fold increase over sales of general-line grocery
wholesalers in the nation from 1955 to i960 when such, sales
were compared percentagewise.

5Robert vl. hue H e r , "The hew Distributor and the hew
Independent" (paper read at the Annual Convention of National
American Wholesale Grocors, Chicago, harch lb., 1961).

Table X, page 39, also shows that the cooperatives
in each state tabulated therein had a greater percentage
gain In sales from 1955 bo I960 than the national average
for all general-line grocery wholesalers.

Of these cooper

atives those in Florida again had the lead with a 266 per
cent Increase.

Cooperatives in North Carolina had. the

lowest percentage increase of these states, 5Q per cent,
which was still 1 per cent higher than the national average
for all general-line grocery wholesalers.
A comparison of Table X, page
page

39, with Table IX,

37, shows that on an average each retailer member In

I960 purchased approximately 05J-I-, 000 of merchandise from
his affiliated warehouse.
Thus,

if sale3 are anj indication,

the 1950 to i960

period may well be called the "era of the retailer-owned
cooperative" In the Southeast,

as it was throughout the

United States as previously shown in Chapter I.
Warehouses
Of these 21 retailer-owned cooperatives In the
Southeast,

12, or approximately 57 per cent, reported that

they owned their own warehouse, while the other lj.3 per cent
operated In leased warehouses.'

These figures Indicate that

the cooperatives are divided fairly equally concerning the
decision of whether to lease or to buy is better economi
cally.

The average size of these warehouses was approxi

mately 90,000 square feet, with the largest having 225,000

square feet and the smallest having only 3 * 3 0 0 square feet
of warehousing space.
The sales per square foot of warehouse space of
general-line grocery wholesalers in the United States in
195^-1- was (pu9.56.6

The sales per square foot of warehouse

space of these cooperatives In the Southeast In 1961 was
approximately $112, which compares favorably with the
national average.
Items Handled
A very important contribution to wholesaler sales
gains is the steady expansion in variety and range of
merchandise handled.

For many years most of the retailer-

owned cooperatives limited their inventories to fast-moving
staples.

However, this proved to be false economy since

members wore forced to buy many of their requirements
•elsewhere.

Therefore, these cooperatives have been In

creasing their number of items handled.

In I960 the aver

age retailer-owned cooperative in the United States handled
an average of 3*100 items.?

The average number of items

carried by the retailer-owned cooperatives in the South
east In 1961 was [|_,860 which Is fairly close to the national
average.

^Computed from data in the 195U- Census of Business,
Wholesale Trade, (Washington: U. S. Government Printing
Office, 1937).
7l-2ueller, o]o. clt.
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The items now- handled by most ret aile r-ownec cooper
atives are shox-m. in Table XI, xdiich gives the percentage of
grocery wholesalers in the United States now handling spe
cific items other than dry groceries.

This table indicates

that a larger percentage of cooperative wholesalers handle
produce, frozen foods, and bread than all other wholesalers.
Policies
When a retailer joins a retailer-owned cooperative,
he makes some type of financial contribution to support the
cooperative activities of the organization.

If it is a new

cooperative that Is just being formed, this contribution
in most cases takes the form of p m c h a s i n g shares of stock
In order to get the necessary working capital for such an
organization.

However, If a retailer becomes interested

and wishes to join an established cooperative, his contri
bution may take several forms,
a cash deposit,

such as:

an initiation fee,

stock in the organization, or some combi

nation of these methods.

Such contributions are needed

to help defray general expenses and for working capital.
Stock ownership.

Returns from the 21 established

retailer-owned cooperatives in the Southeast indicate that
stock ownership Is still the usual form of this financial
contribution.

Of these cooperatives 17, or 8l per cent,

reported that each retailer member was required to purchase
a minimum amount of common stock in the organisation.
cost of the stock varied from v)300 to Ol0,000.

The

No average

TABLE XI
PERCENTAGE OF GROCERY WHOLESALERS, BY TYPE OF OPERATION,
HANDLING SPECIFIC LINES, AS OF JANUARY, 1961*

Type of
Wholesaler

Fresh Meat

Produce

Frozen Foods

Health and
Beauty Aids

Housewares

Bread

Cooperative

31%

45%

77%

89%

40%

20%

Voluntary

41% *

41%

72%

89%

45%

17%

28%

13%

93%

51%

—

40%

52%

90%

46%

12%

Unaffiliated
All Wholesalers

24%

*"Facts in Grocery Distribution," Progressive Grocer, April, 1961, p. F21.

cost coulcl be obtained because several of the cooperatives
required their retailer members to purchase shares of stock
on a volume of business basis.
Initiation fee.

An initiation fee for new members

joining their organization was required by 7> or 33 per
cent, of these cooperatives.

This fee varied from $5*00

(to cover the cost of a credit report) to $5 0 .0 0 .
Gash deposit.

A cash deposit from their members

was required by 6, or 29 per cent, of these cooperatives.
The amount of this deposit varied since it was usually
based on the average weekly purchases of the retail member.
The usual deposit required was twTo and one-half times the
average weekly purchases.

The remaining 15 of these cooper

atives required cash payment for their merchandise.
There was also some combination of these forms of
contributions.

Two cooperatives reported they required

both a purchase of stock and a cash deposit, 3 reported
both an initiation fee and stock piirchase, and 2 reported
both an initiation fee and a cash deposit.
Periodical due3.

Another method of financing group

activites of retailer-owned cooperatives is by charging
the retail members weekly, monthly,

or annual dues.

Only

3 of these 21 retailer-owned cooperatives in the Southeast,
however, charged such dues.
not reported.

The amount of such dues was

k.6
Purchasing requirement.

Eight, or 3 8 per cent, of

these 21 cooperatives reported they had some type of pur
chasing requirement, usually requiring members to purchase
minimum amounts of merchandise from them weelcly.

The

..amounts reported varied from $2£0 to $£00 weelcly with the
average minimum purchasing requirement reported being $300
weekly.

..
Sales restrictions.

Retailer-owned cooperatives

usually sell only to their retailer-owners.

It is ex

plicitly forbidden to do otherwise in the by-laws of many
of these organizations.

This is understandable since the

retailer members are the owners of the cooperative, and as
such, desire to retain the benefits of their cooperative
efforts.

Iloreover, as stated in Chapter I, most of the

retailer-owned cooperatives are operated on a non-profit
basi-s, that is, they add to the cost of their merchandise
a mark-up which is not in excess of their cost of operation.
If there is any excess of Income over expenses, this Is
returned to the members usually by the payment of dividends
on a patronage basis.
sell to non-members,

Therefore, if the cooperative would
such non-members would have to pay a

higher price for merchandise from the cooperative, and
strictly speaking, this x^ould take the cooperative out of
the non-profit classification.

In the survey of these co

operatives in the Southeast, 2 out of the total 21 reported
a negligible percentage of total sales to non-members.

k7

Table XII summarizes these various policies, giving
the number and percentage of retailer-owned cooperatives in
the Southeast adhering to a specific policy.
Services
The main objective of the retailer-owned cooperative
of yesteryear was getting merchandise for the retailer mem
bers at a minimum cost.

In order to do this the services

of the retailer-owned cooperative were very limited, since
members believed that such services would be economically
unfeasible.
carry basis.

Warehouses i-rere usually operated on a cash-andPew, if any, salesmen called on members.

There were no supervisors to aid members in Improving their
storo appearance,

setting up displays, or to help them with

their many store operating problems.
used sparingly.

Even advertising was

On this very limited service basis, the

retailer-owned cooperatives were successful In keeping
their cost of operations at a very low figure, as shown
bade on Table II, page ll.]..

However, their sales in these

early years were kept at a low figure, too, as shown by
Table IV, page 18.

In order to increase sales and to meet

competition, the retailer-owned cooperatives realized they
must lncreo.se their services to their members.
sis was placed on selling and merchandising.

New empha
Group adver

tising, providing private brands, and the use of "leaders”
were among the first services that became widespread in
this cooperative movement.

TABLE XII
SPECIFIC! POLICIES OF 21 RETAILER-OWNED
COOPERATIVES IH THE SOUTHEAST'"' ■

Humber of
Cooperatives
Requiring
Policy

Policy
Stock Ownership
Initiation Fee
Cash Deposit
Cash Payment
Periodical Dues
PurchasIng Requ irement.
Sales only to Members

17
7
6
3
819

Percentage of
Cooperatives
Requiring
.Policy
dl%
33
29
71
11.L
33
90

“Computed, from questionnaires returned to the
author.
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Private brands.

Private ■brands' were originally

developed by retailer-owned cooperatives principally for
protection of their retail members against price cutting.
Consumer acceptance had not been viewed as too important.
However,

the cooperatives changed their attitude toward
*
private brands when they realized t h e 'importance of con
sumer loyalty to a brand.

These brands x-xere then promoted

through intensive advertising and soon became increasingly
important to the retail member, not only because it freed
him from direct price comparison with nearby stores, but
it served as a medium in bringing customers back to his
store for the purchase of his brand of merchandise.
Sup-, lying and promoting private brands was listed as
an important service performed by 17 out of the 21 retailerox-jned cooperatives in the Southeast.
Advertising.

Group advertising did not become an

important service of retailer-owned cooperatives until
after the advent of the voluntary chains.

The sponsoring

wholesaler of such chains was In a better position to see
the benefits accruing to him from mass selling by his
retail members, and from the very first, he was willing
to offer weekly specials and to help his retailers plan
advertising.
A national survey conducted in 1936 among retailerowned concerns In the food distribution field shoxwed 86 per
cent of such concerns stipulating "advertising11 as the

5o

"greatest single advantage11 of their "greatest retail
competitor."®
There are two principal nays of making 'an adver
tising and promotion department of a retailer-owned, cooper
ative self-sustaining:
1.
2.

‘Through cooperative arrangements with manufacturers
and other advertisers.
Through assessments or contributions of retail
members, on regtxlar x^eekly or monthly b a s i s . 9
In most instances a combination of these two methods

is used.

However, a lai’ger extent of the cost of adver

tising Is borne "by the manufacturers, who, acting on their
own initiative or succumbing to pressure exerted by the
central wholesaling agency, grant advertising allowances to
the organization. "10

The Robinson-Patr.ian Act, aimed at

prohibiting advertising allowances which discriminates
between customers who are in competition In the sale of
the advertiser's product, requires that advertising allowances be made available "on proportionally equal terms."
This has limited the amount of advertising allowances to
retailer-owned cooperatives, as well as chain organizations
and other large-scale distributors.

However, many manu

facturers continue to grant allowances on a percentage of
purchases basis to all customers, and through horizontal

°Lazo, op. cit., p. 171.

9rold.

■^Theodore Beckman, Nathanael Engle, and Robert
Buzzell, Wholesaling (third edition; New York: The Ronald
Press Company, 1959;, P. 213.
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cooperative advertising,

"which implies a coalition of

distributors on the same level of marketing, who join
efforts toward the accomplishment of a common objective,
the retailer-owned cooperative can take advantage of these
grant s.
As shown in Table XIII,

20 of the 21 retailer-owned

cooperatives in the Southeast listed their cooperative
advertising program as one of their important services to
their retail members.

Fourteen of these 20 charged a fee

for advertising services performed, but 6 of the ll;. indi
cated that this service was optional and only participating
retail members were assessed.

The amounts assessed varied

from a fixed charge of 52 to 5l& weekly, to l'per cent of
sales.
Cooperative advertising programs for the retailerowned cooperatives generally involves more than preparation
of advertisements to be inserted In newspapers, and com
mercials for radio and television.
forms several other functions,
1.
2.
3.
1l.
5.

The cooperative pe r 

such as:

Collecting.advertising allowances from manufacturers
on behalf of the members, performed by 17 of the
21 retailer-owned cooperatives in the Southeast.
Handbill printing, provided by 9 of these 21
cooperatives.
Poster service, provided by 15 of these cooper
atives.
In-store merchandising displays, performed by 11
of these 21 cooperatives.
Coupon redemption, performed by 9 of these South
eastern cooperatives.

i:LIbid., p. 212.

TABLE XIII
NUMBER AND PERCENTAGE OP RETAILER-OWNED COOPERATIVES
IN THE SOUTHEAST OFFERING VARIOUS SERVICES
TO THEIR RETAIL MEMBERS*'

Number of
Cooperatives
Offering
Service

Service
Private Brands
Advertising
Handbill Printing
Poster Service
In-Store Displays
Coupon Redemption
Collecting Ad Allowances
Delivery
Rack Servicing
Salesmen
Store Layout
Management Counseling
Retail Personnel•Training
Retail Store Accounting
Financial Aid to Members
Store Site Selection
Group Insurance

•

17
20
9
15
11
9
17
20
5
Ll
15
10
2
1
3
9
17

Percentage of
Cooperatives
Offering
Service

.
95
53
71
52
53
81
95
25
19
71
53
10
5
33
&ol

*'Computed from questionnaires returned to the
author.
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Delivery.

The early retailer-owned cooperative, as

already stated, operated on a cash-and-carry basis.

Each

retail member was responsible for the delivery of his m e r 
chandise from the warehouse to his store.

This policy was.

acceptable to the retail members because they felt they
could perform this service more economically.

At that time

most of these retailers provided delivery service for their
customers,

and it was an easy matter to use the same equip

ment and personnel to pick up their merchandise at the
warehouse.

However,

after World War II, with the big in

crease In sales volume and the advent of self-service stores,
it became apparent to the retailers that it would be more
economical for the warehouse to purchase the necessary
equipment and to schedule deliveries to all members.

The

retailer-owned cooperatives were able to perform this ser
vice and still keep their operating costs to a minimum by .
liiiiitlng deliveries t o ’once a week,

scheduling deliveries

so as to service all retailers In the same locality with
one trip, and charging extra for delivering less than a
fixed m i n imum of merchandise.

In addition,

some retailer-

owned. cooperatives required their members to furnish help
In the unloading of their order.
The retailer-owned cooperatives in the Southeast
seem to be In agreement that delivery service should be a
function performed by the warehouse as 95 pou cent of them
perform this service.

In addition 2l\. per cent perform rack

servicing in connection with their delivery service.

Fieldmen.

Another service beginning to become an

important function of the warehouse is the use of super- .
visors,

or fieldmen, to call on member stores to aid and

advise them on many store operating problems.

The retail

members of the retailer-owned cooperatives have been slow
in accepting this service as they are independent retailer
and felt that such service infringed upon their freedom of
operation.

Gradually, these retail members arc realising

they could benefit by accepting advice from qualified
specialists as to their store layout, personnel training,
accounting systems,

and management counseling.

This trend has been evident in the Southeast as
[[.8 per cent of the retailer-owned cooperatives surveyed
reported they provided management counseling service, and
71 por cent provided aid to their members in regard to
store layout.

Fieldmen, or salesmen, were reported by 19

per cent of these cooperatives.

In addition 10 per cent

provided retail personnel training programs,

and 5 per

cent offered aid in establishing an accounting system for
their retail members.
Other services.

Two new services that the retalle

owned cooperatives are now performing in some cases are
financial aid to store members and. help in store-site se
lection.

These services were provided by approximately lj.0

per cent of the retailer-owned cooperatives in the South
east.

It Is interesting to note that these two services

were offered by most voluntary chains from the time of their
origin, and were strong inducements to the independent re
tailer to become a member of this wholesaler sponsored group.
Another valuable service made available to retail
members by retailer-ovmed cooperatives, and which would be
very costly on an individual basis, is group insurance.
Of

the cooperatives in the Southeast, 8l per cent reported

thi3 service was available to their retail members.
Many of these retailer-owned cooperatives would not
be able to provide these services on their own, but through
their membership in national organizations such services
are available.

For example, a member of National Retailer-

Owned. Grocers Association is entitled to use certain trade
marks and private brands for which National Retailer-Owned
Grocers Association holds the franchise.

Cooperative Food

Distributors of America conducts three workshops or clinics
annually for its members, covering all phases of modern
food distribution wholesaling and retailing.

Of the 21

retailer-owned cooperatives in the Southeast, 13 were mem
bers of a national trade association.
V.

SUMMARY

The retailer-owned cooperative movement has been
slow to progress in these nine southeastern states.

Of

the total number of retailer-owned cooperative establish
ments in the United States, only about 10 per cent are
found -in the Southeast and these account for approximately
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6 per cent of the total sales of retailer-omied cooper
atives in the United States.-*^
The spur of competition from corporate chains which
made cooperation in the grocery field imperative in other
sections of the United States has been lacking in the
Southeast.

The relative lack of large metropolitan areas

and legislation in some of these southern states has im
peded all forms of chain or group development.

However,

.the "population explosion" of the past decade is particiilarly evident- in several of these states, and the need for
cooperation among the independent retailers in the food
industry is increasing accordingly.
Although the number of retailer-owned cooperative
establishments has decreased in the past decade, the number
of retail members joining these establishments has approxi
mately doubled.

Of the 21 retailer-owned cooperatives in

operation as of June 1, 1961, 1? have been operating suei

cessfully for ten years or longer, the oldest having been
established in 1928.

The sales in these 21 coopers.tives

have increased tremendously over the last decade, increasing
approximately i].80 per cent.

The sales per square foot of

warehouse space of these Southeastern cooperatives compare
favorably with the sales per square foot of general-line
grocery wholesalers in the United States, and the number

•^computed from data given in Table V, page 22,
Table IX, page 37, and Table X, page 39.

of lines carried by these retailer-owned, cooperatives has
rapidly expanded.
The policies in effect in raost of these cooper
atives, although seemingly restrictive,

are in reality a

positive approach to foster the growth of the retail m e m 
bers by placing them in a stronger competitive position.
This competitive position has been strengthened further by
the cooperatives making several services available to their
retail members,

services that were formerly considered

economically unfeasible by such organizations.

CHAPTER III
HISTORY AITD DEVELOP1-ENT OP ASSOCIATED
GROCERS OP FLORIDA,

IINCORPORATE D^-

Associated “Grocers of Florida, Incorporated is a
typical and successful cooperative grocery wholesaler of
the retailer-owned type.

As of June 30> I960, it had the

largest sales volume of any of the retailer-owned grocery
cooperatives in the Southeast.

It is located in Miami,

Florida, the second largest standard metropolitan statis
tical area in the Southeast.2

The population reported for

this area by the United States Census Bureau for I960 was
935jOl4-7— a population large enovigh to support many retail
grocery stores, making maximum opportunity available for
group promotion of such an enterprise as a retailer-ovmed
cooperative.
I.

FOUNDING OP MIAMI RETAIL GROCERS, INCORPORATED
In 1 9 I4.6 the small independent grocers in Miami,

Florida were being forced out of business by the chains
unless they could offer competitive prices on quality goods

iThe Information contained in this chapter, except
where otherwise indicated, was obtained from statements by
officials of Associated Grocers of Florida, Inc., and/or
unpublished documents of the cooperative.
2-A standard metropolitan statistical area is defined
by the U. S. Bureau of the Budget as a geographic unit which
includes at least one central city of $0,000 or greater
population and the county or counties that are socially and
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to their customers,

The volume of these small retailers

was far too small to buy in quantity,
underlying the corporate chains.

the basic concept

Six of these more p r o 

gressive independent grocers decided to "fight fire with
fire" and formed a cooperative buying group for the purpose
of pooling their orders of dry groceries in order to get
quantity discounts from the manufacturers.
independent grocers were:

D. L. Layton,

Greenwood Collins, George Stroberg,

These six

Ted Moorhead,

Cliff Brady, and Burt

Albury.
Inc orporat ion
This group soon saw that they needed to incorporate
In order to get recognition by manufacturers as a'legiti
mate distributor.

Mr. George Berke, manager of one of the

oldest retailer-owned grocery cooperatives in the Southeast,
was contacted.'

He assisted this group of six grocers in

the formation of Miami Retail Grocers,

Incorporated.

The cooperative was incorporated under the laws of
the state of Mlorida In 19l|.o.
by the six grocer members,

Initital capital was furnished

each purchasing ten shares of

stock at one hundred dollars per share.

As It was apparent

when the cooperative started to operate that this was not
enough capital,

each of the six members put up another twu

economically .integrated with it.
The Miami Standard Metro
politan Statistical Area includes Dade County.
The largest
SMSA In the Southeast as of i 9 6 0 was Atlanta, Georgia with
a population of 1,017,188.
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thousand dollars.

Realizing more members were needed in

order to obtain adequate working capital, as well as to
buy in sufficient quantity to enable the cooperative to
compete effectively with the chains, this group went to
work in earnest and in the fall of 19i|-6, seventeen other
retail grocers had joined the cooperative,

each ptirchasing

three thousand dollars of stock.
Warehousing
Warehouse space was leased in the fall of I9J4.6 at
1021 Northwest Twenty-third Street, and Mr. Robert Shoch,
a former wholesale grocer salesman who had helped the six
original cooperative members in forming the organization,
was hired as general manager.
By 19l[-9 membership in the cooperative had increased
to sixty-two stores and the warehouse could not satisfac
torily handle their large volume of business.

Property

was acquired at 2lj.00 Northwest Twenty-third Street, and
a warehouse containing 17,000 square feet of warehousing
space was completed in the spring of 19il9.

This space was

soon outgrown also, and a new warehouse containing 37,000
square feet was constructed.
K. R. Cf. Produce,

Incorporated

The Miami Retail Grocers,

Incorporated was proving

so successful that the members decided to form another
organization for the purpose of buying fruits, vegetables,
frozen foods, and some meats.

Consequently, the M. R. G.
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Produce, Incorporated was formed late In 191J-9.

Each mem

ber purchased seven hundred dollars of stock, payable two
hundred dollars In cash and the balance in weekly payments
of ten dollars.

A building located at 13l|l Northwest

Twenty-second Street was purchased.

It was remodeled and

modern refrigeration was installed to take care of frozen
foods,

fruits, vegetables, and some meats.

Mr.. Tom Smith,

an early member of the parent organization, was hired as
general manager of M. R. G. Produce, Incorporated.

During

its first six months of business, this corporation did a
volume of more than one-half million dollars in sales.
In 19^0 additional property adjoining the first
building of M. R. G. Produce, Incorporated was purchased
in order to get additional freezer and refrigeration in
stallations, and the needed' space in which to handle the
fast growing volume of business in vegetables, fruits,
frozen foods, and meats.

A dairy department was also added,

handling a complete line of assorted and packaged cheeses
and various other dairy products,

such as margarines and

related items.
Services
The services of both these organizations had been
expanded and by 19^0 included:
1.
2.

Free delivery, except for those stores otitside the
Miami area.
A refrigeration department through which members
could purchase refrigeration equipment or obtain
maintenance service.
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3.

An advertising department with cooperative adver
tising optional.
Individual advertising, hand
bills, circulars, or letters prepared for the
members at a small cost.
I)., A sign shop service.
5. A service department through which members could
purchase any item not carried in the warehouse.
6. A personnel service, department, maintained as a
clearing house for regular or temporary help
in all branches of the food business.
7. Group insurance, optional.
8. Private label merchandise, obtainable through
the
national organization, national Retailer-Owned
Grocers Association.
9. Extra discounts- through "special deals" and the
national organization.
Growth
The Miami Retail Grocers, Incorporated, and M. R. G.
Produce, Incorporated continued to be very successful. Both
corporations became stronger as the individual members b e 
came more cooperative, realizing their strength and success
depended on joint action and cooperation in all phases of
merchandising.
Table XIV gives the number of members,

sales, assets,

and patronage rebates of Miami Retail Grocers, Incorporated
for the years 19lj-7 to 1956, inclusive.

During this period

• membership increased from 23 members in 1914-7 to 189 members
in 1956, approximately a 722 per cent gain.

Sales increased

from $756,322.00 in ~19l}-7 to $8, 751,I4.OO.00 in 1956, a gain of
more than 1,000 per cent.

Assets climbed from $115,793.00

in 1914-7 to $986,105.00 in 1956, increasing approximately
750 per cent.

Patronage rebates paid out in 19l|-7 were

$5,676.00 as compared with $76,807.00 in 1956, increasing
over 1,200 per cent.
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TABLE XIV
NUMBER OP MEMBERS, SALES, ASSETS, AN D PATRONAGE REBATES
OP MIAMI RETAIL GROCERS, INCORPORATED, FOR THE
YEARS 1957 TO 1956, INCLUSIVE''"

Year

Members

Sales

Assets

Patronage
Rebates

756,822.00

5115,793.00

s’p 5,676.00

1+8

1, 6l8,li26.00

395,256.00

22,292.00

191+9
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2,096,185.00

369,939.00

27,718.00

1950

' 98

2,571|.,192.00

.536,185.00

35,865.00

1951

112

3 ,3 8 1 ,1 0 5 . 0 0

525,590.00

3 8 ,9 2 5 . 0 0

1952 _

117

5, 7 2 6 ,915. 0 0

699,509.00

3l,76k.oo

1953

119

6 ,1 6 5 ,2 5 3 . 0 0

855,550.00

5 3 ,1+1+8 . 0 0

1955

152

6 ,5 6 3 ,8 6 1 . 0 0

759,278.00

5 5 ,7 5 1 . 0 0

1955

163

6,811,311.00

863,558.00

1 5 ,9 3 6 . 0 0

1956

189

8,751,1+00.00

936,105.00

7 6 ,8 0 7 . 0 0

23

191+7
191+8'

.

$

''‘
'Computed from financial data obtained from Associ
ated Grocers of Plorida, Incorporated for stated years.
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In 1956 M. R. G. Produce,

Incorporated, reported

sales of $1,189,270.00 and patronage rebates of $12,000.00.
This was a 19 per cent gain in sales over 1955* a-nd a 56.8
per cent increase in patronage rebates over 1955The combined sales of these two corporations for
1956 were $9, 9 I4-O, 670.1j1j., and patronage rebates paid to
members were $88,807.00.
Many additional stores had applied, for membership
In these organizations, but due to .the maximum capacity
of the warehouses,

it was deemed advisable to hold accept

ance of these applications i.n abeyance.
Prlnciples
The following principles of this cooperative are
basically the same as those known collectively as the
"Rochdale principles" with the exception of open membership
and Interest on capital:
1.

2.

3.

k.
5.
6.

Membership is limited to active retail grocery
merchants.
There are no written requirements
or qualifications by which prospective members
are chosen, but a two-thirds vote of the board
of directors is necessary to elect a new member.
Control of the organization is kept on a democratic
basis by allox>ring only one vote per member r e 
gardless of the amount of stock held by each
member.
Sales for cash at market price allows the cooper
ative to accumulate a "surplus" which is returned
to the members through patronage dividends.
This
cooperative pays no Interest on capital as It
prefers to return the bulk of Its savings to
members on a patronage basis,
Sales are permitted to members only.
Neutrality In religion and politics,is respected.
Constant education is carried on through the stock
holders meetings, publications, and fieldmen.

65

7.

II.

Continuous expansion in members, sales,., and ser
vices is anticipated.3
ASSOCIATED GROCERS OP PLORIDA, INCORPORATED
Early in 1957 the name, "Associated Grocers of

Florida, Incorporated," was adopted in lieu of Miami Retail
Grocers, Incorporated.

This change was made to create good

will among the members who operated stores outside the city
of Miami and resented the use of the term "Miami" as the
name of their organization.

At the same time the produce

operation, known as M. R. G. Produce, Incorporated, com
bined and became an integral part of Associated Grocers of
Florida, Incorporated.
In April, 1957, Associated. Grocers of Florida,
Incorporated moved into a nex«j- modern warehouse at 6695
Northwest Thirty-sixth Avenue where produce, frozen foods,
dairy products, tobaccos, dry groceries, and offices were
all combined under one roof.

Mr. Tom Smith, formerly

general manager of M. R. G. Produce, was named general
manager of this new warehouse, which position he retains
today.
Expansion and Growth
In 1961 the warehouse of Associated Grocers was
expanded by more than doubling the dry grocery warehouse

3The Constitution and By-Laws of the Miami Retail
Grocers, Incorporated.
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space, nearly tripling the freezer space, and adding a new
two-story office, giving the cooperative a total of 225,000
square feet of warehousing space.
Associated Grocers has continued to have a very
steady growth as indicated by Table XV, which gives the
number of- members,

sales, assets,

for the fiscal years 1957 to 1961,

and patronage rebates
inclusive.

Although

the membership remained the same for the years I960 and
1961 at a total of 312, the 1 9 6 1 figures for sales, assets,
and patronage rebates were the highest in the history of
the organization.

A true comparison of operations with

the year 1957 was not available as at that time the fiscal
year was changed from September 30 to July 31, and the
figures given for 1957 were for a ten-months period.

How

ever,

in comparing the operations for 1956 with those for

1961,

a comparable fiscal period, membership was found, to

have increased from 211 in 195*2 to 3 1 2 in 196i, an approxi
mate IqS per cent increase.

Sales jumped from $15,658,625.00

in 1958 to $3t-,i-I-85,5^9.00 in 1961, an approximate 120 per
cent gain.

Assets climbed from $1,5^1,530.00 in 1958 to

an all time high of $3,267,970.00 in 1961, an Increase of
approximately 112 per cent.

Patronage rebates paid to me m 

bers totaled „;123,000.00 in 1958, and $310,000.00 in 1961,
showing the largest gain of all these operations, approxi
mately ll\,2 per cent.
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TABLE XV
NUMBER OP MEMBERS, SALES, ASSETS, A N D PATRONAGE REBATES
OP ASSOCIATED GROCERS OP FLORIDA, INCORPORATED, FOR
FISCAL 'YEARS 1957 TO 1961, INCLUSIVE'"'

Patronage
Rebates

Year

Member s

1957

198

$10,756, 721.00

$1,555,065.00

$ 57,857.00

1958

211

15,658,625.00

i,51|-i,5 3 0 .oo

1 2 8 ,0 0 0 . 0 0

1959

2k9

19,222,868.00

2 ,1 2 1 ,9 7 8 . 0 0

2 0 1 ,1 3 8 . 0 0

i9 6 0

312

29,986,395.00

2 ,7 6 Ii, 8 6 6 . 0 0

3 0 0 ,0 0 0 . 0 0

1961

312

35, ^5,53-1-9.00

3.,2 6 7 ,9 7 0 . 0 0

3 1 0 ,0 0 0 . 0 0

Sales

Assets

“'Computed from financial data obtained from Associatod Grocers of Florida, Incorporated for stated years.
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Items handled.

■

The'-number of items handled by

Associated Grocers has continued to increase as the facil
ities for handling such items have been expanded.

In 191+6

the six original retail members were only interested in dry
groceries.

By 191+9 fruits, vegetables,

some meats x-jere included.

frozen foods, and

Dairy products were soon added,

and by 1961 the items included eggs, health and beauty aids,
and a store service department through which members could
purchase meat, milk, rack service items, and so forth.
Plans have just been completed for a private label bread
and baked goods program.
Trading area.
Grocers of Florida,

The trading area covered by Associated

Incorporated has expanded considerably

since 191+6 xvhen the six original members named the cooper
ative "Miami Retail Grocers" because all the members were
located in the city of Miami.

Today member stores of

Associated Grocers stretch from Cocoa Beach on the east,
across to Fort Myers on the west, xmlth the heaviest con
centration in the Dade County area, dox-m to Key West, and
throughout the Caribbean Islands.

The population in this

trading area is very diversified as to income and buying
habits.

The warehouse of Associated Grocers of Florida,

Incorporated carries different qualities of merchandise so
that each store member may supply his customers' x-rants and.
needs.
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The cash and carry outlet.

Just prior to the close

of the fiscal year 1959, Associated Grocers opened a cash
and carry outlet for the purposes of:

(1) permitting the

retail members of the cooperative to pick-up small lots of
merchandise as often as needed in between regular scheduled
deliveries from the parent warehouse;

(2) eliminating much

of the high cost of handling broken cases at the parent
warehouse; and (3) increasing the profits of the members
of Associated Grocers by permitting anyone with' a retail
license to buy merchandise from the cash and carry outlet.
A small warehouse at 1130 Northwest Twenty-second
Street, Miami, Florida was leased for the cash and carry
operation.

The warehouse is centrally located and easily

accessible to many members of Associated Grocers as well
as to other retail grocery merchants.
The cash and carry outlet, known as Affiliated
Grocers, Incorporated, is operated as a wholly-owned sub
sidiary of Associated Grocers of Florida, Incorporated.
Dry groceries, cigarettes,

dairy products, and frozen

foods ax^e obtainable at this outlet at a very slight mark
up over and above the Associated Grocers’ warehouse price.
Trade Associations
Associated Grocers is a member of Cooperative Food
Distributors of America and. Central Retailer-Owned Grocers
Association, and receives all the benefits, as listed in
Chapter I, accruing from membership In these organisations.
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In addition Associated Grocers is a very active member of
Retail Grocers Association of Florida, Incorporated, an
affiliate of the National Association of Retail Grocers
of the United States.

According to the United States

Department of Commerce, the National Association of Retail
Grocers of the United States has become "the largest trade
association in the world."

It has full-time personnel

working for independent food retailers in the field of
federal and state legislation.
The Retail Grocers Association of Florida, Incor
porated, was incorporated as a non-profit organization by
the circuit court of the state of Florida in. Hillsborough
County In April, 19l|0, with the object and purposes of
cooperating with the National Association of Retail Grocers
and of taking care of the trade relation problems within
the state of Florida.

Many of the retail members of

Associated Grocers serve on the board of directors of
the Retail Grocers Association of Florida.

CHAPTER IV
ORGANIZATION OP ASSOCIATED GROCERS
OP FLORIDA,

INCORPORATED

When the Miami Retail Grocers’ Cooperative, with a
limited membership and a small volume of sales, operated
exclusively In Miami,
simple.

its problems of organization were

Direct supervision by management made possible

the Immediate solution of problems as they unfolded.

With

the Increase in sales volume, enlarged membership, and
expansion of trading area, prob3.ems of a more complex
nature developed.

This made it necessary for the cooper

ative to become organized as to specialized activities
with responsible personnel at different levels of the
organlz at ion.
In the development of .Associated Grocers of Florida,
Incorporated, matters peculiar to retailer-owned cooper
atives,

in addition to those common to service wholesalers,

needed attention.

Included in these are Incorporation,

membership, finance, boai^d of directors, and management,
all of which are discussed in this chapter.
I.

ORGANIZATION STRUCTURE OP ASSOCIATED GROCERS
An organization chart of Associated Grocers of

Florida, Incorporated,

is presented in Figure 1.

Prom this

chart it Is evident that the line of authority originates

STOCKHOLDERS
BOARD OF DIRECTORS
GENERAL MANAGER

MERCHANDISING

FINANCE AND
ACCOUNTING

DATA PROCESSING

Director of
Development

Comptroller

Buyers

Accountants

— Merchandising
Assistants

WAREHOUSING AND
TRANSPORTATION

PRODUCE
MERCHANDISING

Director of
Data Processing

Director of
Warehousing and
Transportation

Director of
Perishables

— Data Processing
Operators

- Supervisor of
Warehouse

— Printers

— Supervisor of
Transportation

Clerks
Credit Manager

— Supervisor of
Health § Beauty
Aids
Supervisor of
Cash § Carry

- Finance
Officer

*— Machine
Operators

•— Supervisor of
Maintenance

*— Credit Union
Manager

-Supervisor of
Retail Store
Accounting
‘— Supervisor of
Advertising
FIGURE 1
ORGANIZATION CHART OF ASSOCIATED GROCERS OF FLORIDA, INCORPORATED

— Produce Buyers
Supervisor of
Selling and
Shipping
Produce
Supervisor of
Shipping,
Frozen Foods §
Dairy Products
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with the common stockholders.

This group selects from

membership a board of directors composed of not less than
nine or no more than eleven stockholder-members.

The boa.rd

appoints the general manager, who is authorized to take
charge of and be responsible for the active management and
operation of the cooperative.
The organization of the warehouse is broken down
into five divisions, as shown by Figure 1, page 72.

A

r esponsible'official is in active charge of each of these
divisions, consisting of:

(1) merchandising,

and accounting,

(3) data processing,

transportation,

and (5) produce merchandising.

(2) finance

(L|.) warehousing and
A trained

staff of employees cooperates in discharging activities
in the various divisions.
Incorporation
As indicated earlier in this study, the Miami Retail
Grocers' Cooperative was incorporated under the laws of the
state of Florida in 19l|6.

In 1957 the charter of the

company was amended and the name, Associated Grocers of
Florida, Incorporated, was adopted.

In 1959, this cooper

ative continued to expand with the incorporation of a wholly
owned subsidiary cash, and carry outlet, Affiliated Grocers,
Incorporated.
Membership
Membership in Associated Grocers of Florida,
corporated is composed entirely of retail grocers.

In
New
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members are attracted to the association through solici
tation by the officials, especially the. manager, and fieldmen who are always on the lookout for prospects x-xhose
membership in the association, in their opinion, would
be of mutual advantage to the company and to the retailer.
Pinal approval of all applications rests with the board of
directors.

A two-thirds vote of the directors present at

a board of directors meeting is necessary to elect a new
member.

The association has no written requirements or

qualifications by which prospective members are chosen,
but the board may use its judgment as to an applicant’s
fitness and qualifications.
According to the Director of Development, hr. Howard
Carper,
1.
2.
3.
I;..

qualifications desired in new members are:
They are efficient retail grocery merchants.
They have a good repiitastion as to business re
lationships and financial responsibility.
They can assure'purchases of a sufficient volume
of merchandise from the cooperative warehouse to
make trade relationships mutually profitable.
They are willing to cooperate.
If accepted as a member of Associated Grocers of

Florida, Incorporated, the new member must sign a contract
promising to:
1.
2.
3.

Abide by the by-laws of Associated. Grocers of
Florida, Incorporated, and management regulations.
Furnish help to unload delivery trucks promptly.
Purchase an aggregate order of cigarettes, produce.,
groceries, dairy, and frozen foods to the amount
of at least five hundred dollars weekly through
Associated Grocers for which a buying deposit,
the amount of which is determined from time to
time by the- board of directors on an established
published formula, is deposited with the finance
and accounting division of the warehouse.
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Stock Ownership
Each new member must pay Tor fifteen shares of
stock of the corporation at one hundred dollars per share.
This stock is non-transferable except between Associated
Grocers and the members.

This prevents any outside person

or organization from becoming either a voting member or a
controlling element in the cooperative, and insures the
continuation of management in the hands-of active -retail
members.
Each member has equal voting power regardless of
the amount of stock owned.
Obligations of Associated Grocers to Members
Article VI, Section 2 of the by-laws of Associated
Grocers of Florida,

Incorporated, represents a contractual

obligation on the part of the corporation to the stock
holder m e m b e r s :

.

The net earnings of the corporation, after payment
of all operating expenses, including a proper allowance
for depreciation and interest on indebtedness, shall
be distributed, annually, as follows:
(a)

(b)

(c)

A maximum of twenty per cent thereof shall be
distributed, to a surplus account, not to exceed
the sum of twenty-two 'thousand dollars per
annum, and the balance thereof shall be dis
tributed to the members of the corporation in
proportion to the amount of business conducted
with the corporation during the preceding fiscal
year by each stockholder-member.
When the amount of such surplus shall equal fifty
per cent of the total paid-up capital stock and
buying deposits, such distribution to the sur
plus account shall cease.
The amount to be distributed to surplus, and the
patronage rebate, shall continue until revoked
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or amended by a majority vote of the stockholder
members entitled to vote thereon at a special
meeting duly called for that •pur pose ;
B.oard-of Directors
As stated before,, the stockholder-members elect from
their group a board of directors consisting of eleven men.
Tlais election takes place at the annual meeting during the
month of October at a time,
board of directors.
five the

date, and p3.ace selected by the

Six directors are chosen one year- and

following year.

These directors elect the 'officers

of thecorporation and fix their salaries,

such

election

being held annually immediately following the annual stock
holder -member s 1 meeting.

However,

changes in the personnel

of board members or officers of Associated Grocers are in
frequent and rare, providing continuity in policy comparable
to -that found in other types of corporations.
The board meets regularly once a month for dis
cussion of company problems and the determination of policy.
Special meetings may be called by the president or by a
majority of the members of the board of directors.
The board appoints the general manager of the w a r e 
house,

determines his salary, working agreement,

benefits.

and fringe

This general manager is under the general super

vision of the board;

the board is' answerable to the members;

so, as in any conventional type of corporate set-up,

the

control of Associated Grocers is in the hands of the active
stockholder-members.
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Administrative duties of the board of directors.
Included in the administrative duties of the board of direc
tors and not already discussed are to:
1.

Submit a statement of the business done during the
preceding year, together with a report of the
general financial condition of the corporation,
and of the condition of its tangible property,
which statement shall be available at the office
- of the corporation.
2. Reserve the right to limit refunds of monies for
stock or buying deposits of withdrawing members
to one such member per month.
3. Gall a special .meeting whenever so requested by
stockholder-members entitled to vote holding
fifty-one per cent or more capital stock.
1^.. Pill vacancies in the board of director’s.
h. Appoint members of the board, as an executive
committee, to manage the business of the company
during the interim between meetings of the board.
6. Amend the by-laws by a four-fifths vote of the full
board of directors at a meeting duly called for
that purpose.
7. Expel from membership in Associated Grocers any
member found guilty of not observing the by-laws
or any rules or regulations promulgated by the
board of directors, or engaging in any course of
conduct injurious to the continuing welfare of
Associated Grocers or any of its members.
Ha.nageme.nt
The responsibility for the active management and
operation of the company is concentrated in the general
manager of the cooperative under the general supervision
of the officers and the board of directors.

The board of

directors may, from time to time, issue directives specifi
cally defining the powers of the general manager, but in the
absence of applicable directives,

the general manager is

entitled to exercise an?/ and all powers necessary to, and
proper for, the efficient operation of Associated Grocers,
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provided, however,

that the actions of the general manager
*•

are consistent at all times with the general policies estab
lished by the board of directors and by the stockholdermembers of the company.
The general manager has complete and sole authority
for the hiring and dismissal, with or without cause,

of any

and all personnel" employed by Associated Grocers of Florida,
Incorporated.
Mr. Tom Smith,
Produce,

Incorporated,

organization,

the former manager of H. R. G.
and an.early member of the parent

acts in the capacity of general manager of

Associated Grocers, which position he has held since the
incorporation.

His experience has covered every phase of

plant operation,
ment,

including sales, buying, and office manage-

and as a former retail grocery merchant, he Is inti

mately acquainted with the problems of the retail members
of the organization.
The general manager is continuously evaluated by the
members as to his ability to keep the individual retail
member's business on a competitive,
successful level.

efficient, active, and

Merchandise must be offered to the mem-,

bership at prices that will enable them to meet competition
on an equal ..plane with other .retailers.

The warehouse must

be operated efficiently and with a minimum of expense in
order to return patronage dividends at the end of the year
to each member.
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II.

THE OPERATING ORGANIZATION OP
'THE WAREHOUSE

The operating organization of the warehouse of
Associated Grocers of Florida,
into five major divisions:
and Accounting,

Incorporated is divided

(1) Merchandising,

(3) Data Processing,

(2) Finance

(b.) Warehousing and

Transportation, and (9>) Produce Merchandising.

It is

evident from Figure 1, page 72, that each of these five
divisions is supervised by an executive who is directly
responsible to the general manager of the organization.
The warehouse employs approximately 179> personnel
to' help In discharging the activities of the various
divisions.
Merchandising Division
At the head of the merchandising division is Mr.
Howard Carper, whose title is Director of Development.
All the departments regularly in a merchandising.division
are included in this division.

Also, all new services

originated at Associated Grocers are first placed under
the direction of this division on a trial basis, with, the
Intention of transferring the service, once it Is estab
lished, to a more suitable division.'
Under Hr. Carper’s direct supervision, the following
functions are performed:
1.

Buying of all staples, frozen foods, meats, dairy
products, and non-food items.
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2.

Determining the purchasing policies of the x^arehouse,
3. Planning and preparing all advertising.
I;.. Keeping in continual contact with all retail m e m 
bers through the us'e of merchandising assistants,
or fieldmen, by regular scheduled visits.
5. Preparing and distributing to each retail member
up-to-date order books containing all items
handled by the warehouse.
6.
Warehousing and pre-pricing all health and beauty
aid items handled b y the warehouse.
7. Directing the entire operations of the cash and
carry outlet.
This is a relatively new service
and is still on a trial basis.
8. Maintaining the retail store accounting records
of member stores that have subscribed for this
service.
This, also, is a new service at
Associated Grocers.
Finance and Accounting Division
The finance and accounting division is under the
direct supervision of Mr. James Ford, Comptroller.

A staff

of fifteen people assists Mr. Ford in performing the
activities of this department.
care of the payroll,

collection and deposit of all monies,

preparation of checks,
and notes payable,

These activities include

approval for payment of all accounts

recording and checking all puxrehase

invoices, posting all sales,

the accounting involved in

the construction of the balance sheets and profit and loss
statements,

preparation of annual reports,

and general

stenographic work and filing of company records.
In addition there is a Credit Union maintained under
the supervision of this department for all members,
employees,•and the personnel at the warehouse.

their

This Credit

Union operation is under the control of a credit manager
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who is also in change of a new finance organization de
signed for the purpose of aiding the retail members in
obtaining the proper financing for expansion and building
programs.
Data Processing Division
The Director of Data Processing is 3Mr. Bernie
Kieper, who has a staff of fifteen people helping in the
performance of the activities of this department.
A Univac system has recently been installed at the
warehouse.

The full potential of this new equipment has

not been realized as yet.

At the present time it is used

for the processing of invoices to retail stores, inventory
control, purchase invoices, and advertising allowances.
Much more use of this equipment is planned in the near
future.

The Remington Rand Company has assigned two of

its employees to the warehouse on a full-time basis to
service and assist in operating this equipment.
The print shop, also under the supervision of I-ir.
Kieper, prints all posters, handbills,

circulars, order

forms, and promotional material for the organization.
Warehousing and Transportation Division
The largest division of this organization is the
warehousing division with approximately eighty-five em
ployees under the supervision of Mr. Jesse Kersey.
division has three departments:
portation, and (3) maintenance.

(1) warehousing,

This
(2) trans
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Warehousing.

The warehousing department activities

consist of loading and unloading incoming and outgoing
merchandise, placing of stock, and filling and checking
orders.
Transportation.

The transportation department

schedules and makes deliveries to the retail members'
stores.

Deliveries are made weekly to each member store

on a pre-arranged schedLile.

In addition frozen foods,

produce, and dairy products are delivered daily to stores
in the Miami area, and three times weekly to ther member
stores.

As stated earlier, all member stores furnish help

in unloading their merchandise from the delivery trucks.
Maintenance.

The maintenance department has trained

personnel for servicing all mechanized equipment and han
dling all repairs.

Battery charging equipment is also

located in the maintenance department.
Produce Merchandising Division
The buying, selling, and shinning of all produce
is performed in a separate division of the warehouse under
the supervision of Mr. Melvin Boothe, Director of Perish
ables.
The buying of produce is performed by highly skilled
men who, by telephone, contact suppliers in light of infor
mation received from a teletype service offered by Western
Union.

Through this teletype service, Information from the
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United States Department of Agriculture on the conditions
of the market throughout the United States is gathered.
The produce buyers at Associated Grocers order the produce
on a hand-to-mouth buying policy.
The sales to retail stores are made by telephone
daily to stores in the Miami area and three times x^eekly
to other stores on a regularly scheduled basis.

The tele

phone operator at Associated Grocers compiles the orders
received from the retail merchants by checking pre-printed
forms in the appropriate places.
Hie shipping of produce to the retail stores is
essentially a night-time operation, beginning after
5:00 P.M.

The platform clocks at the produce division of

the warehouse are receiving docks in the daytime and ship
ping docks at night.
Frozen foods and dairy products.

In this same

department orders are taken for frozen foods and dairy
products from the retail stores by a designated employee
who has a list of accounts to call on a pre-arranged
schedule.
process.

This telephone operation is an automatic dialing
As soon as the employee hangs up from one call,

another member store is automatically dialed.

Again pre

printed order books are used with the specific items
assigned code numbors.

These items are compiled and shipped

to the stores in the same trucks as the produce.
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III.

SUM'iARY

The organization of Associated Grocers of Florida,
Incorporated Is a typical example of a retailer-owned,
grocery cooperative organisation.

This differs from other

grocery wholesalers in that the retail grocer members own
and control the a<rarehouse through stock ownership.

The

stockholder-members elect a board of directors who selects
the general manager responsible for the operation of the
business.

The general manager selects the employees of

the warehouse Including the supervisors, of the five oper
ating divisions of the warehouse.

Tach supervisor Is

responsible for the activities of ’vis department and for
the coordination of that work with the_ other departments
in the wareaoime.

CHAPTER V
WAREHOUSE OPERATIONS OP ASSOCIATED GROCERS
OP FLORIDA, INCORPORATED
The unloading of merchandise from common carriers,
stacking it in the warehouse,

selecting and checking it

for distribution, and loading it on trucks for delivery
are costly operations in any warehouse.

These operational

expenses have to be kept at a minimum in retailor-owned
grocery’cooperative warehouses because they are operated
with the objective of getting merchandise to their member
stores at the least possible cost.

Any savings in the

operations of a retailer-owned cooperative, either in time
or money, are reflected in a reduced cost of merchandise
to the retail member stores.
The principle of warehousing is to organize the
space and the work in such a way as to permit the warehouse
function to be performed at a minimum operating cost.l
Associated Grocers of Florida,

Incorporated adheres to this

principle as will be shown in this chapter.
I.

PHYSICAL EQ.UIPHEHT.

The wholesaler’s position In the highly competitive
food distribution field hinges on his ability to provide

H.
Meserolc, "Organization of Wholesale Ope
ations for Low Cost, " Journal of liarketing, XIV, Ho. 2
(September, 19k9), p. 192.
05

adequate and ample facilities for storage and expeditious
handling of merchandise.

There has been a shift in the

design of warehouse buildings since 1939 from multiplestory to single-story levels.

This shift was partly due

to accommodate mechanical and electronic devices for moving
inventories and filling orders.

It is generally agreed,

however, that there Is no single best way to design and
equip warehouse buildings or to set up order-filling procedures.2
The facilities--the building,

Interior layout,

equipment--of Associated Grocers of Florida,

and

Incorporated

are the topics discussed In this section.
The Building
The warehou.se of Associated Grocers of Florida,
Incorporated was built in 1957 and expanded to a total of
225,000

square feet of warehousing space in 1961.

cooperative does not own its warehouse.

This

The stockholder-

members did not wish to have so much capital tied up in a
building.

The organization obtained the land,

secured a

construction loan, and huilt the warehouse at 6o95 North
west Thirty-sixth Avenue,
of this warehouse,

IIIami, Florida.

Upon completion

the land and building were sold to the

Woodmen of the World Insurance Company with the agreement

2pavid A. Revzan, Wholesaling in Karketing Organlz at ion (New: York:
John Wiley ?x. Sons, I n c ~ 19 61), p . LjJ.]"3.

that Associated Grocers of Florida, Incorporated could
lease the facilities for a period of twenty years, with
three ten-year renewal options.
This cooperative warehouse was planned with the
idea of moving merchandise rather than storage.

Warehouse

efficiency--ease of receiving orders, ease of placement
of merchandise received, and ease of selection of rcerchandise--was the primary consideration In the building'- of

■

this modern one-story, cinder block and. brick building
with an attached two-story office unit.
Hie warehouse on the east side is adjacent to a
railway siding of the Florida last Coast Line.

The re

ceiving docks on this side of the warehouse are sufficient
to handle seventeen freight cars at one time.

Sixty-five

per cent of the merchandise received at Associated Grocers
of Florida,

Incorporated is received by rail.

Host of the west s i d e of the building Is devoted to
receiving and ship- ing docks for trucks, thus allowing an
east to west flow of merchandise through the building.

At

the truck loading docks, space is provided for handling
seventeen trucks at one time.

These docks are equipped

with electrically controlled doors that can be operated
from within the shipping office.

The height of the docks

are at the same height as the. truck beds In order to facil
itate loading and unloading, thus saving both time and
labor costs.
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The produce division is located on the northeast
corner of the building with access to the railway siding
on the east and its own receiving and shipping docks for
trucks on the north.
The offices are housed in the northwest corner of
the building with the maintenance department adjacent to
them on the west side.

In the interior of the offices,

emphasis has been placed on comfort, convenience, and
efficiency.

Toe entire area is air-conditioned and heating

of each room is thermostactically controlled.
The interior layout of the warehouse.

The layout

pattern of this one-story warehouse consists of rows of
stock bins covering the main part of the floor from the
railway docks on the east side of the building to the truck
docks on the west side.

The stock bins are of steel con

struction with adjustable steel shelves which allows for
flexibility in adjusting for different sizes of merchan
dise.

Each shelf is so designed to accommodate a full

pallet load of merchandise, and these nay be stacked three
or four pallets high.

The stock bins are divided into

sections by aisles large enough for the fori:-lift trucks
to enter and place pallets of merchandise on the shelves.
An electric tonline, as shown by Figure 2, runs completely
around this main area of stock bins where it is easily
accessible from any section.

T o w I i n e.

/*1o.iTtiem a nee.

~fr u c K

Doc. Ks

FIGURE 2
STOCK FLOOR PLAN OF TOE WAREHOUSE OF ASSOCIATED GROCERS OF FLORIDA, INCORPORATED

0.T
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Large bulky Items,

such, as garbage cans, are stored

to the south of the' main stock bins, near the receiving
platform of the railway docks.

With this arrangement,

handling of those bulky items is reduced to a minimum and.
at -the same time the items are easily accessible for order
filling.
The office of the Director of the Warehouse is
adjacent to the truck dock area, an advantageous position
for control of the receiving and- shipping operations.
Items subject to pilferage,

such as cigarettes,

cigars, and snuff, are located in a special room next to
'the warehouse office.

A stamp machine for affixing state

stamps to the taxable items, such as. cigarettes,
in this room.

is also

Upon receiving these taxable items, the

cartons are broken open and each package is stamped and
then placed back in the carton for storage.
In the southwest corner of the warehouse are located
the health and beauty aid items.

This line of merchandise

is a recent addition to Associated Grocers of Florida,
Incorporated.
Produce merchandising is maintained as a separate
function of this warehouse.

The produce division is lo

cated. in the northeast corner of the warehouse building.
It has Its own office— a small room opening onto both its
own railway docks and truck docks.

The refriteration and

freezer equipment for the storing of produce,

dairy, frozen
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foods, and pre-packaged meats is located in this division
of the warehouse.
Stock bins for slow moving items are located at
the north end of the main stock bins.

These items have

to be carted to the shipping clock by physical means as the
towline is not readily accessible to these bins.
The offices of Associated Grocers of Florida, Incor
porated are housed in the northwest corner of the building,
and this section of the building is two-story.

The first

floor contains the executive offices, data, processing,
printing, and accounting departments.

The second story

contains the buying and merchandising departments.
Equipment
The warehouse-of Associated Grocers of Florida,
Incorporated is equipped with the most modern mechanical
equipment.

This equipment has proven its worth through

increased efficiency,

speed, convenience, and service.

Automation is the key to the efficient operations of this
cooperative warehouse.
Besides the usual warehouse handling equipment of
hand trucks, pallets, pallet dollies, and. fork lifts, the
warehouse ...of Associated Grocers of Florida, Incorporated
is equipped with an electric underground towline system
that is easily accessible to the active stock bins and
the shipping docks.

This towline system is not used in the

receiving operations as the use of pallets and fork-lift
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trucks has been proven to be faster and more economical.
G-as fork-lifts were tried at- this warehouse,, but because
of the fumes,

they had to be discontinued.

Electric fork-

lifts are now in use.
Associated Grocers of Florida,

Incorporated has its

own trailers and trucks for delivery of regular merchandise,
as well as refrigeration units for trailers,
freeze trailer for produce,

frozen foods,

and a deep

dairy, and meat

deliveries.
In addition to the usual array of typewriters,
adding machines,

and other equipment, necessary to any'

business office, the office of Associated Grocers of Florida,
Incorporated is equipped with Remington Rand automatic tabu
lating equipment which is. used specifically in Invoicing,
Inventory control,
chandise.

sales accounting,

and shipment of m e r 

Researchers state that a business volume of

approximately six million dollars annually is necessary
before automatic tabulating equipment will pay off.

As

annual business volume increases above eight million dollars,
so-vings with the use of automatic tabulating equipment over
manual methods Increases.3
Grocers of Florida,

As has been shown, Associated

Incorporated had a sales volume of

during the fiscal year 1931.

3
U. S. Department of Agriculture, Improved Methods
Among Wholesale Food Distributors, Marketing Research Report
Ho. 271 {Washington:
U. S. Government Printing Office,
19 b u ), p . a Li.r .
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Other warehouse equipment Includes refrigeration
equipment, maintenance equipment,
and background music system,

an intercommunication

and a pneumatic tube system.

II. . HANDLING- Ok I-ERCHA1TDISE
A costly operation to any wholesale grocer is the
physical handling of merchandise.
Grocers of Florida,
cooperative,
bers,

Because Associated

Incorporated Is a retailer-owned grocery

fully owned and. controlled by its retail m e m 

this costly operation must be kept at a minimum in

order to fulfill the purpose for which retailer-owned co
operatives wore organized--to supply merchandise to retail
store members at lov; cost.

How Associated Grocers of

Florida,- Incorporated performs these necessary wholesaling
functions--receiving, storing,

assembling,

and delivering

merchandlse--is discussed in this section.
Receiving'Operations
The warehouse receiving operations begin when the
merchandise is spotted at the receiving platform by the
carrier.

The operation includes placing the merchandise

on a pallet (in the case of some motor truck receipts,
merchandise is already palletised), moving merchandise to
the receiving docks from the carrier, checking the merchan
dise, moving the merchandise into the warehouse by the use
of fork-lift trucks, and stacking the merchandise on the
pallets in the predetermined slot in the warehouse.

At Assoclateci Grocers of Florida, Incorporated
approximately sixty-five por cent of the merchandise is
received by rail, and the. remaining thirty-live per cent
by motor trucks.

The chief advantage of receiving mer

chandise by rail is the ability to unload rail cars when
ever most convenient, whereas motor truck receipts have to
be handled immediately upon arrival.
rail delivery is cost.

Another advantage of

Rail delivery is more economical.

This is contrary to most sections of the country, but Miami
is located in a unique geographical position making motor
truck delivery more costly.

Advantages of receiving me r 

chandise by motor truck, however, include:
dise is usually palletized,
cost of this operation,

(1) the merchan

thus eliminating the warehouse’s

(2) there is less damaged merchan

dise on motor truck receipts, and (3) the damaged merchan
dise is more easily handled.

Merchandise damaged during

transit in motor trucks is usually returned to the shipper
on the same truck on which it arrived.

Merchandise damaged

during transit b;>T rail has to be stored in the warehouse
for inspection before claim adjustment is made, thus taking,
up valuable space.
Associated Grocers of Florida,

Incorporated at one

time received a great part of its merchandise by water,
because the shipping rates wore more economical than either
rail or motor truck.

V/hen adjustment for the merchandise

damaged in transit proved difficult to obtain, however,
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water shipment in the long run. turned out to be more costly.
Another disadvantage of receiving merchandise by water was
.the time element.

This method of receiving merchandise has

been discontinued entirely by Associated Grocers of Florida,
Incorporated.
Because Associated Grocers of Florida, Incorporated
delivers to its retail stores by motor truck, the platform
docks could become bedlam with receiving merchandise and
loading merchandise at the same time.
Associated Grocers of Florida,

Because of this,

Incorporated, has a strict

policy ’rhereby merchandise will only be received, after
1:00 P.II.

The orders for delivery to the retail stores are

placed on delivery trucks and moved away from the docks
before that tine.

The motor trucks bringing merchandise

into the warehouse respect and adhere to this policy, and
if they arrive at the x^arehouse prior to 1:00 P.h., they
park outside the dock area and w a i t .

A motor truck de

livering merchandise contacts the office on arriving at the
warehouse and. is directed to a specific bay for unloading.
The unloading of merchandise for movement into the
warehouse begins inside the rail car, or motor truck in
some cases, with palletizing the merchandise onto pallets.
With the use of a pallet jack, the palletized merchandise
Is moved out of the rail car, or motor truck, onto the
receiving docks which are large enough to allow for tempo
rary storage.

With this system merchandise is handled by

hand only once, when it is placed on the pallet.
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A comparative time study of unloading a rail car
proved the system of palletizing merchandise to be more
economical than using a conveyor system.

In this com

parative time study, 361l cases per man-hour mere unloaded
using the pallet system versus 273 cases per man-hour using
the conveyor system.*-!-

While the merchandise is on the

receiving docks, the checker counts the merchandise using
the purchase invoice.
Three copies of each purchase order' are prepared
by the Remington Rand tabulating machine at the time of
the placing of the order to the vendor.

One copy goes to

the vendor, one to the buying department, and the third
to the receiving supervisor who in turn passes it on to
the specified checker, who uses it to check the merchandise
while it is on the docks.

The order gives the warehouse

slot number which indicates where each item of merchandise
is to be placed Inside the warehouse.

The checker marks

this slot number on each pallet of merchandise for the use
of the fork-lift drivers in determining the placement of
the merchandise In the stock bins.
The company uses the direct check method in receiving
merchandise.

This permits a faster, simpler, and more

economical, movement of merchandise and at the same time

^TJ. 3. Department of Agriculture, Methods of Increasing Labor Productivity in Knitistory and Small OneF loor Grocery Warehouses, Market meg Research Report Wo. llj.2
"(Washington: U. S. Government Printing Office, 1956), p. 5*
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allows for the possibility of a rechock in case of a
discrepancy between the ch ecker’s count and the invoice
quantity.
Upon completion of the count, t h e .checkers send,
via pneumatic tubes,
lating department.

the purchase order back to the tabu
The fork-lift drivers, using electric

fork-lift trucks, move the merchandise into the -warehouse
to the predetermined slot and stack the merchandise.
This division of labor in the receiving operations
of Associated Grocers of Florida,

Incorporated eliminates

wasted time in waiting for men and equipment,

as each

separate group can perform its function without getting
into another's way; thus, there can be a reduction of ■
workers,

increased efficiency in moving merchandise,

and

hence, a reduction in an unavoidable cost in this -warehouse
operation.
Stock Placer,lent
One of the primary considerations in the arrange
ment of stock at Associated Grocers of Florida,
Is effective use of warehouse space.

Incorporated

This cooperative uses

the fixed slot system in determining the location of mer
chandise in the warehouse.
The floor-stock plan Is arranged at the beginning
of each fiscal year; at Associated Grocers of Florida,
Incorporated this is August 1.

Prior to that date a de

tailed study of merchandise movement is made by the Director
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of Warehousing.

The slot number is then assigned on the

basis of past movement of the item, the expected develop
ment, and new items.

Adequate attention is given to the

placing of fast-moving stocks nearer the shipping platform
and slow-moving items farther away.

Once made,

slot assign

ments are only reassigned at any other time during the year
because of unexpected change in sales velocity of a certain
item, addition of a new item, or discontinuance of an item.
The experience of Associated Grocers of Florida,

Incorpo- -

rated has shown that over ninety per cent of the merchandise
stays at the same location during the entire fiscal period.
The code numbers assigned to commodities at Asso
ciated Grocers of Florida, •.Incorporated consist of six
digits, the first two digits being the family-class code.
The family-class code refers to a related group of items,
such as all brands, sizes, and kinds of baby foods.

The

four remaining digits are used to identify the various
items as to brands, sizes, and kinds within the familyclass.

The number given to this merchandise will be the

same as given to the designated slot in the warehouse, and.
this number is the identification for this merchandise
throughout the organization.
There are many new items added annually to the line
of merchandise handled at Associated Grocers of Florida,
Incorporated.

The reporting of these items is originated

in the buying department.

notification is sent to:

(1)

the warehouse supervisor who assigns a slot location in the

99

warehouse for these Items,

(2) the merchandising department

for assignment of a. commodity code to these items,

(3) the

tabulating department for punching data about these items
onto master cards, and (k) the printing department for
insertion of the new items into the order books and the
weekly bulletins that are mailed to the retail store members.
The notification of discontinuance of an item is handled the
same way.
This method of assigning a specific warehouse lo
cation for each item has an influence on the efficiency of
the warehouse operations.

The receiving reports can be

sent directly to the tabulating department upon checking
the merchandise without waiting until the merchandise is
stored in the 3lot.

Thus, the possibility of error is less,

and limited to failure to notify the tabulating department
when 'a particular item is reassigned.
Order Assembly Operations
■ Order assembly at the warehouse of Associated
Grocers of Florida,

Incorporated entails the grouping

together of all merchandise ordered by the retailer members
from the warehouse stock.

It includes picking up the order

invoice of the member store,

selecting the merchandise from

warehouse stock, and conveying the selected merchandise to
the shipping dock where it is chocked as to individual
orders and loaded onto the delivery truck.
This cooperative uses a preprinted order book In
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which merchandise is listed by code in the same sequence
as it is stored in the warehouse.

The order books are

divided by warehouse sections and used b;f order fillers to
assemble the items from that area.
the retailer members monthly.

Order books are sent to

These order books have a

four-part perforated tear strip with each strip containing
the warehouse code numbers of the commodities and a place
for-the retailer member to mark in the quantity of each
commodity he orders.

After filling in the quantity wanted,

the retailer member tears off one of the strips weekly and
sends that to the data processing office of Associated
Grocers of Florida,

Incorporated.

The order book gives the description of each com
modity as to size, cost to the retailer member,

and the

current retail selling price of each commodity by two of
the largest corporate chain competitors in the Hi ami area.
Fith this information the retailer member of Associated
Grocers of Florida,

Incorporated can decide his own retail

selling price for each commodity except for health and
beauty aid items, which are pro-priced at the warehouse.
The data processing office at the warehouse uses the
automatic tabulating equipment to process each order and to
make a three-copy invoice.

The original of these copies is

the customer's copy and shows the warehouse slot number,
number of cases ordered and shipped, unit of shipment, pack
and size, commodit;/- description,
price,

cost per unit to customer,

suggested retail selling
and total Invoice amount.
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The company copy of the invoice contains the same infor
mation as the customer’s copy xjith the addition of the
total cost of irterchandise sold for use in profit and loss
accounting.
The invoices are sent to the order assembly office
inhere they are separated according to delivery rouites and
assigned numbers indicating the bay in -which the delivery
truck for that order will be stationed and the sequence in
■which the- orders are to be placed on the truck.
are separated1as to sections of the warehouse.

The orders
Order se

lectivity is easy because the merchandise is store.d in the
warehouse in the same sequence and with the sane code
numbers as used in the order book.
The order filler selects a cart from the towline
that surrounds the stock bins, marks the cart with the
number of the ship.wing bay at which the order is to be
assembled for loading o n t o ‘the delivery truck, and checks
the order.form as he places the merchandise on the cart.
After selecting all the merchandise ordered from his section,
he places the cart' on the towline which takes it to the
shipping dock.

The towline moves at a predetermined rate

carrying empty carts back to the order filler as well as
carrying the loaded carts to the 'shipping dock.

The checker

at the shipping dock pulls the cart off the towline at- the
bay where that particular order is being assembled.

The

checker rechecks the merchandise and supervises its loading
onto the delivery trucks.
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Produce Merchandising Division
Tlje warehousing of produce is an entirely separate
function at this cooperative.
railx^ay docks, and truck docks.

Produce has its own office,
The handling of produce,

dairy, and frozen foods is not as mechanized an operation
as the handling of other-products at this warehouse.

Pre

printed order forms containing code numbers of each commod
ity are sent to the retail store members, but the orders
are received at Associated Grocers of Florida,

Incorporated

by telephone, w-ith the telephone operator hand-checking
the order forms.
These orders for produce are filled and placed on
the delivery trucks after 5:00 P.M.

Delivery of produce

is made to each retail member store in the Miami area
daily, and three times weekly to others.
Produce is a perishable item and is purchased on/a
hand-to-mouth basis.

The merchandise is received at the

warehouse daily during the hours from 8:00 A.M. to 5:00 P.I:
and stored in the refrigerators, coolers,

or freezers only

until it Is loaded onto the deliver:/ trucks after 5:00 P.M.
that same day.
Health and Bcauity Aid Items
Health and beauty aid items are treated as other
merchandise In the warehouse in regard to the receiving
operations.

When health and beauty aid Items are received

Into their separate section of the warehouse, however,

the
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cases are broken open, and each item is individually marked
with a price.
pre-price.

These are the only items that the warehouse

These prices are usually the suggested retail

selling prices of the manufacturers and are approximately
thirty-three and one-third per cent above the cooperative 1s
cost.
Broken-Package Business
The broken-package business proved very costly to
Associated Grocers of* Florida,

Incorporated.

Many of this

cooperative's retail store members did a small volume of
business and purchased merchaiidise from the warehouse in
as small a quantit?/- as possible.

The cost of handling an

order of miscellaneous broken packages x-ras estimated to be
three to five times more than handling an order of merchan
dise in case lots.
Florida,

Because of this, Associated Grocers of

Incorporated discontinued all broken-package

business at the main warehouse with the exception of health
and. beauty aid items.

A cash and carry outlet was opened

for the benefit of these small retail store members.

At

this outlet the retailer may pick-up merchandise In any
quantity on a strictly cash and carry basis.

To help' make

this outlet pay for itself, anyone with a retail license
Is permitted to buy merchandise therefrom.

The cost of the

merchandise to the retailer at this outlet Is slightly
higher than at the main warehouse.
A criticism of this discontinuance of all broken
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package business at the main warehouse of Associated Grocers
of Florida, Incorporated will be noted in Chapter VIII by
the small retailer members x^ho live outside the Miami area
and do not have access to the cash and carry outlet, and
must, therefore, buy in case lots from the main warehouse."
Delivery Operations
Deliveries to all retail store members of Associated
Grocers of Florida, Incorporated are made on a weekly basis
except, as already stated, deliveries from the produce divi
sion of the warehouse are made daily to stores in the Miami
area and thrice weekly to more distant stores.
The planning and scheduling of delivery routes is
under the direction of the Director of Warehousing and
Transportation.

During the order assembly operation, the

orders to be delivered along a specific route are assembled
at the shipping dock and. loaded onto the delivery truck in
the proper sequence for unloading at the retail stores.

A

copy of the sales invoice accompanies each order.
A time schedule for the delivery truck’s arrival at
each store is maintained because, according to the contract
signed by each retail store member of Associated Grocers of
Florida,

Incorporated, each store member must assign help

for the unloading of his order.

This constitutes both a

savings in time and labor as with this policy the cooper
ative needs only one employee on each delivery truck.

After

the merchandise is unloaded and the order is verified by the
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receiving clerk at the retail store,

the driver is paid in

full by check for the order just delivered.
delivered more frequently,

As produce is

and often after closing hours

of the retail store, the payment for this merchandise is
also made to the driver of the regularly scheduled weekly
delivery.
One of the common practices of wholesale grocers is
to make use of their delivery trucks for "haul-backs” of
merchandise frora canners and manufacturers that are located
within the delivery area,

thus, helping reduce the net cost

of transportation.

Because the warehouse of Associated

Grocers of Florida,

Incorporated is located in an area

adjacent to the warehouses of many canners and manufacturers,
the practice of "haul-backs11 is not extensively used by this
cooperative.
1.

2.

There are, hox^ever, two notable exceptions:

Associated Grocers of Florida, Incorporated makes
use of the delivery trucks going to the west
coast area to haul-back merchandise from The
Glorox Company at Tampa.
The Minute Maid Company prices its merchandise free
on board, Orlando.
Associated Grocers of Florida,
Incorporated does not make deliveries in the
Immediate vicinity of Orlando, but has found it
more economical to use Its own trucks that make
deliveries In the central part of Florida to haulback merchandise from this Orlando company than to
pay transportation charges on these products.
III.

The physical plant,

SUMMARY

layout, and stock plan of the

warehouse of Associated Grocers of Florida, .Incorporated are
designed for the efficient moving of merchandise rather than
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storage.

Mechanization and automation an© fully utilized

in performing both the warehousing and office functions.
This cooperative has expanded its warehousing space to
225,000 square feet.
equipment,

With the use of modern mechanized

its ability to handle a larger volume and variety

of goods has exceeded the expansion of its physical facil
ities.
The wholesale establishment as a whole must be
working efficiently to keep handling costs in line.

Poor

performance in any one area--receiving operations,.order
assembly operations,

delivery operations, or office oper-

ations--is likely to cause costs to rise to a point where
the retailer-owned cooperative’s role becomes useless.
The management of Associated Grocers of Florida,

Incorpo

rated realizes this, and a continual check Is kept on all
operations to keep them operating with the utmost effi
ciency of the times.
The warehouse of Associated Grocers of Florida,
Incorporated Is a one-story building, designed for the
horizontal rather than the vertical handling of goods;
it is located in an accessible outlying area rather than
a congested central district; new types of equipment for
merchandise handling Is used by personnel at Associated
Grocers of Florida,

Incorporated, particularly electric

fork-lift trucks for handling palletized unit loads, and
an underground electric towline which surrounds the active
stock bins; the stock arrangement and general layout at
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the warehouse are designed to minimize effort and to speed
up order assembly procedure; the cost of delivery operations
Is kept to a minimum by careful routing, requiring the
retail member store to provide help in unloading its order,
the use of delivery trucks for haul-backs from canners and
manufacturers when advantageous, and strict adherence to
delivery schedules.

Associated G-rocers of Florida, In

corporated considers these Important factors in Its ability
to efficiently distribute merchandise to retail member
stores at a very low cost.

CHAPTER VI
BUYING POLICIES AND PRACTICES OP ASSOCIATED
GROCERS- OP FLORIDA,

INCORPORATED

The wholesaler must be a specialist in the functions
he performs in order to succeed in the highly competitive
field of food distribution.

The buying policies and prac

tices of a xtfholesale organization can either make or break
the organization, considering that all other functions are
performed efficiently.
Buying for a wholesale house is an intricate func
tion involving a chain of activities, such as:
nation of buying policies,

determi

selection of sources of supply,

purchase of correct quantities, the purchasing procedttres,
and the actual transfer of goods.

A discussion of these

activities and how they are performed by Associated Grocers
of Florida,

Incorporated"is included in this chapter.
I.

BUYING POLICIES

Fundamental buying objectives include "having the
right goods, at the right time, in the right quantities,
at the right prices, and under the right conditions."!
The buying policies of Associated Grocers of Florida,
Incorporated are designed to achieve these objectives.

!Theodore N. Beckman, Nathanael H. Engle, and
Robert D. Buzzell, Wholesaling (third edition; New York:
The Ronald Press Company, 1939), p. 378.
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Determination of Buying Policies
The buying policies of Associated Grocers of Florida,
Incorporated are determined by a buying committee which
includes the folloi'j'ing personnel:

the Director of Develop

ment, the Supervisor of Merchandising Assistants,
Chief of Retail Store Operations.

and the

Tills committee meets each

Monday morning and studies inventory control reports from
the data processing division.

These reports include infor

mation on specific items of merchandise as to cost and
i

mark-up,

quantity in stock,

inventory dollar value,

rate of movement for the last four-week period.

and the

The reports

of the buyers for each specific class of merchandise are
also taken into consideration by this buying oommittee.
These reports include "special deals" that are currently
available, recommendations for new items that have been
called to the b u y e r s ’ attention by vendors, and the general
conditions of supply and demand.
The committee Is well aware of the requirements of
the retailer customers.

Two of the me n on the committee

have employees under them whose

jobs keep them in constant

contact with the retail store members.

Requests for m e r 

chandise not carried In stock are investigated carefully,
as well as lines of merchandise offered by competitors.
After a thorough evaluation of these reports,

the

buying committee makes every effort t o 'stock the consumer
needs and wants which can be profitably sold by the cooper
a t i v e ’s retail store members.
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What Is Bought
The policy at>Associated Grocers of Florida,

In

corporated is to stock merchandise with the philosophy .
that "goods well bought are half sold."

Using this old

adage as a guide-line, Associated Grocers of Florida,

In

corporated attempts to anticipate consumer demands and to
purchase a complete line of merchandise in accordance with
these demands for its retail store members.
6,000 Items including dry groceries,
and beauty aids,

frozen foods,

Approximately

candy> tobacco, health

dairy, produce, and some

meats are handled at this cooperative’s warehouse.
The quality of merchandise purchased ranges from
the highest grade to a very low grade.

This wide range is

necessary to meet the needs and wants of the economically
diversified groups of people that live In the 'trading area
served by this cooperative.
Bra n d s .

From the viewpoint of the buying function,

there are two significant aspects of branding:

(1 ) the

influence of well-established manufacturers' brands and
their demand' b y ‘consumers from the retail store members,
and (2 ) the purchase of distributors' brands with the favor
able price advantage.

Through Central Retailer-Owned

Grocers both nationally advertised manufacturers' brand
merchandise and products to be sold under distributors'
brands are available to Associated Grocers of Florida,
Incorporated.

This national organization owns several

Ill

distributor brands, of which Shurfresh,

Shurfine, Energy,

and Pood King are most frequently purchased b y Associated
Grocers of Florida,

Incorporated.

The products packed

under these labels include canned fruits, vegetables,
dressing, mayonnaise,
soaps, and detergents.

salad

oleomargarine, peanut butter, coffee,
Central Retailer-Owned Grocers

promotes these brands throughout the trading area of its
members through the media of well-known magazines to help
develop consumer demands.
Associated Grocers of Florida,

Incorporated has its

own private label line of frozen foods, packed by the Birds
Eye Division of General Foods Corporation under the name
"Fairlane."

This line is sold to retail store members at

three per cent above cost and. enables the member stores to
offer competitive prices with any brand.
This cooperative has recently made arrangements to
x have a local dairy si;pply them with dairy products, and a
local bakery supply them with bread and other baked goods
under Associated Grocers' own label,

"Carriage Club."

At

the time of this writing, this program was just being de
veloped, but if it proves successful, this cooperative
plans to expand to a complete line in these two areas.
Most of the merchandise purchased by this.cooper
ative is nationally advertised merchandise packed under
manufacturers' labels.

Difficulty in securing these brands,

one of the problems facing early retailer-owned cooperatives,
is no longer apparent at Associated Grocers since it became
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Incorporated as a legal food distributor.

Only one national

manufacturer refuses to sell products to Associated Grocers
of Florida,

Incorporated, not because it is a cooperative,

but because of the manuf a c t u r e r 1s policy of making exclu
sive agency contracts.
Private brands have three distinct advantages:
(1 ) they usually provide a larger gross margin and, thereby,
become means of avoiding direct price competition,

(2 ) they

strengthen the retailers' hold upon their consumers"once
the brands' reputation has been established,

and (3 ) m e r 

chandise is purchased strictly on a basis of quality
specification,

giving the wholesaler greater freedom In

selecting sources of

s u p p l y . 2

With the trend toward self-service operation among
retail food stores, however,

the promotion of private brands

by personal salesmanship has been practically eliminated.
With the large selection of brands featured In most of these
self-service retail food stores,

other things being equal,

the consumer is more likely to choose a heavily advertised
manufacturer's brand than a private one.

This accounts for

the buying policy at Associated Grocers to purchase mostly
nationally advertised merchandise except when there is a
distinct price advantage in the purchase of distributors'
brands.

2 I bid., p. 211}-.
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Sources of Supply
The prime requisite for the buyer in buying merchan
dise is "knowledge of the merchandise; then knowledge of his
market;

then knowledge of his sources."3

of Florida,

Associated Grocers

Incorporated secures its merchandise from

approximately 8^0 suppliers.

Manufacturers* policies with

regard to functional discounts,

cash discounts, and credit

terms have Influenced this cooperative's choice o f ithese
suppliers.
Food b r o kers.

The largest portion of merchandise

purchased by Associated Grocers of Florida,
is done b y the buyers through food brokers.

Incorporated
"Food brokers"

are to be distinguished from "brokers" In that many food
brokers belong to the National Food Brokers Association,
In w h i c h ’they subscribe to a common code of ethics and
operating methods.

The distinctive feature of "broker"

is lack of continuity" In his relationships with both buyers
and sellers, whereas,

the representation provided by "food

brokers" is continuous and usually contractual.^4These food brokers offer a relatively wide range of
services to Associated Grocers of Florida,

Incorporated.

In addition to negotiating sales, they set-up displays,

O

-’Hector Lazo, Retailer Cooperatives (New York:
Harper C: Brothers, 1 9 3 7 )> in 169.
^IJecl-aiian, op. cit., p. 3 8 6 .

develop related-item promotions, and keep the cooperative
posted on price changes, new items, and the general con
ditions of supply,and demand.

They are able to do this as'

their stock in trade is "expert knowledge of markets and
prices."
Central Retailer-Owned Grocers.

A sizeable amount

of merchandise is purchased by Associated Grocers of Florida,
Incorporated from the national organization, Central
Retailex’-Owned Grocers.

This organization is equipped to

pool merchandise orders for its membership, and thus, obtain
a large quantity discount on nationally advertised manu
facturers’ brands which is passed on to Its membership in
the form of lower list prices.

The controlled brands of

this organization are also available to Associated Grocers
at a favorable price.
Public, warehouses.

There are many public warehouses

in the Miami area from which wholesalers can purchase mer
chandise on a cash and carry basis.

‘These sources are used

by Associated Grocers mainly In the event of under-buying and
to keep the warehouse stocked in between carr-load purchases.
Other Sources.
Grocers of Florida,

As already mentioned, Associated

Incorporated buys on a cash and carry

basis from Minute-Riald Company in Orlando and from The
Clorox Company in Tampa,

using its own trucking facilities

to haul-back this merchandise.
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Prior to the United States Governments buying
restriction policy with Cuba, Associated Grocers of Florida,
Incorporated purchased many items from this overseas coun
try.

At the present time the only import merchandise se

cured directly by this cooperatives buyers is pineapples
from Puerto-Rico.
Drop-Shipments
The-piirchasing of meats and other items not stocked
at the warehouse of Associated Grocers of Florida,
rated is done on a drop-shipment basis.

Incorpo

A list of suppliers

that will participate in a drop-shipment arrangement is sent
to each retail store member periodically by the cooperative.
The cooperative accepts the order from the retail store mem
ber and contacts the source of supply which makes the ship
ment direct to the retail store.

The cooperative guarantees

the account and collects it from the retail store member.
This merchandise is drop shipped because the ware
house does not have the facilities for handling it, or the
management feels that the Item does not warrant the use of '
warehouse space, and drop-shipment is the most economical
form of obtaining it for the retail- store member.

However,

the future plans of Associated Grocers of Florida, Incorpo
rated Include the development of facilities for handling
meats, and at the present time this is being done on a small
scale with pork.
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Quantity Buying
The main function of any retailer-owned, cooperative
is to supply the retail store members with the necessary
merchandise at the lowest possible cost.

Buying in large

lots is more advantageous than purchasing minimum require
ments at frequent intervals because of the lower list
prices,

special price concessions in the form of adver

tising allowances, extra discounts,

"free deals,1' savings -

in transportation costs, and reduction of purchasing costs
because of fewer orders. . The disadvantages of quantity
buying include:

(l) the possibility of a price drop,

(2 ) the risk of a lessening in demand for that specific
item,

(3 ) the tying up of more capital in merchandise,

(1|) overtaxing valuable warehouse storage space, and (5>)
increasing the risk of losses resulting from deterioration
and .obsolescence.-^
The main function of the buyers at Associated Grocers
of Florida,

Incorporated is to buy a large number of neces

sary items in sufficient quantity to supply their retail
store members at the lowest possible cost.

They concen

trate on meeting this buying function rather than on trying
to judge the market trends of specific commodities.

Specu

lative buying to try to make, a profit on price movements is
definitely discouraged by the management of Associated
Grocers of Florida,

%bid.,

Incorporated.

pp. 379-380.
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The management feels that buying In large quantities
to store over a period of time is an out-of-date buying
procedure, especially with modern transportation facilities
and accessible public warehouses from which this cooperative
can refill an order.
Grocers of Florida,

Thus, the buying policy at Associated
Incorporated is primarily a hand-to-

mouth buying policy with the exception of buying seasonal
products.

These products must be purchased at a certain

time of the year in sufficient quantity to meet require
ments of the retail store members throughout the coming
year.

This condition influences the purchase of certain

canned foods in particular.
It should be emphasized that Associated Grocers of
Florida, Incorporated Is a large concern, and even with the
policy of hand-to-mouth buying, normal purchases are in
sufficient quantity to. warrant a more favorable quantity
discount than would be obtainable by any one, or even
several, of Its retail store members.
When the management feels It is essential to secure
a maximum discount, quantity buying is encouraged.

This

quantity buying is usually a cooperative effort with the
manufacturer who is in the midst of a 11special promotion"
and will pass additional allowances on to the retail store
members.

These advertising allowances will be covered in

a later chapter, but they are closely connected with
quantity purchasing.
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The concentration of certain lines of merchandise
with the same vendor also permits this cooperative to
secure quantity discounts.
advantages,

This procedure also has other

such as the recognition of the cooperative as

a ’’preferred customer" by the vendor and granting it more
favorable credit terms, better service,

and favoring it

during a "sellers' market."
Cash Discounts
Cash discounts are a very important part of the
buying program at Associated Grocers.

The management fol

lows a strict policy of taking every cash discount obtain
able from suppliers.

The importance of this is borne out

by the fact that such discounts accoiinted for almost one
per cent of sales for the fiscal year 1961.

In the sale of

competitive items, many times the cash discount provides the
only gross Income obtained from the sale of tho product.
II.

PURCHASING PROCEDURES

The purchasing of all commodities at Associated
Grocers of Florida,

Incorporated is done by buyers who are

specifically assigned particular lines of merchandise to
purchase,

■This cooperative has the- following breakdown

of product Ihnes with at least one buyer specializing in
each line:
zen foods,

(1 ) groceries,
(5) eggs#

(2 ) produce,

(3 ) dairy,

(1|_) fro

(6) meat, and (7) health and beauty

aids and other non-food items.
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The buyers work in close harmony with the buying
committee in the determination of what purchases are to
be made,

in what quantities, and from what sources.

Selection of Specific Vendors
The selection of a particular vendor i*s based upon
the b u yer’s record of past relationships with said vendor.
If the manufacturers’ reputation and financial standing are
good, price, of course, is the main determinant in the
selection of vendors.

Associated Grocers of Florida, In

corporated is interested in obtaining the lowest price
possible.

To determine this a mere comparison of each

ve n d o r ’s list price and discounts are often not enough.
Other factors,

such as freight charges, promotional allow

ances, and returned goods policies must all be carefully
considered.
Invoice prices can be misleading.

One vendor may

appear to charge a lower price than another; but an exami
nation may reveal that his price is quoted, free on board
(undelivered price), while the other vendor's price is at
landed cost (including transportation costs).

Naturally,

this affects the net price of the goods to the cooperative
and must be taken Into consideration by the buyers in the
selection of vendors.
Catalogs and price lists from manufacturers as well
as various Inventory records are also useful by the buyer
In making the selection of a particular vendor.
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Purchase Orders
After the determination of what purchases are to
be made,

in what quantities, and from what sources,

the

next step in purchasing procedure is the execution and
handling of the actual purchase order.
Associated Grocers of Florida,

All orders at

Incorporated must be in

writing and signed by the specific buyer of the merchandise.
The data processing division then prepares the purchase
order in triplicate;

one copy is sent to the vendor,

to the buying department,

one

and one to the receiving depart

ment to be used for checking purposes when the shipment
arrives.

After the receiving clerk checks the merchandise

and has it placed in its proper slot in the warehouse, he
sends his copy of the order to the accounting department
to be used for comparison with the vendor's bill before
payment is made.
Much of the merchandise at Associated Grocers of
Florida,

Incorporated Is purchased on a routine basis; that

is, when stock on hand falls to a predetermined figure, an
order is placed for a standard quantity.
sugar,

Flour,

cereals,

and other dry groceries are usually purchased on

this basis.
- The purchasing procedure at Associated Grocers of
Florida,

Incorporated is greatly simplified by the use of

the Remington Rand automatic equipment, which automatically
carries out the transcription of Information used repetitiously.

Basic Information’as to the item to be bought,
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the name of the supplier, and other details is stored per
manently on a punched tape file and filed in the perpetual
inventory file by individual items.

i/hen a purchase is

necessary, this tape is "read" by typewriters especially
designed for the purpose, and the information is automati
cally typed onto the purchase order.

The buyer only has to

fill in the information that must be determined individually
for each order.

This method is of special significance in

facilitating the purchasing of merchandise on a routine
basis.
Produce
The purchasing of produce at Associated Grocers of
Florida, Incorporated is on a strict hand-to-mouth basis.
The procedure for receiving and compiling grders for pro
duce from retail store members has already been discussed.
Since produce is a perishable item, the buyers work
during the night hours, often after midnight,

searching the

market for the best quality at the best price.

Orders to

suppliers are placed during these hours for delivery to
the warehouse.

Deliveries are scheduled to be received

at the warehouse from the hours of 8:00 A.H. to 5 : 0 0 p .p.
The warehouse ships this merchandise out to the retail
store members the same day it is received, as soon after
5:00 P.II. as possible.

Thus, the warehouse is not used

as a storage house for produce, but as a distribution
center.
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Produce buying is an intricate operation and the
buyers must be very specialized and highly trained to
qualify for this position.
III.

INVENTORY CONTROL

Inventory control "designates any and all procedures
and records intended to prevent running out of goods and at
the same time to avoid costly o v e r s t o c k i n g . T h u s ,

it

serves as a guide to buying and is closely co-ordinated
with that division in the organizational structure of
Associated Grocers of Florida, Incorporated.
Perpetual Inventory
With the aid of the Remington Rand automatic equip
ment, a perpetual inventory is kept on every item in stock
at Associated Grocers of Florida, Incorporated.

The buyers

and the buying committee make wide use of this data.

The

buying committee uses it to determine the policies as to what can be profitably stocked and sold by the cooperative
warehouse, and the buyers use the data to determine when
and how much to purchase.
Inventory control reports are sent to the buying
committee and each buyer at Associated Grocers of Florida,
Incorporated weekly.

^Theodore N. Beckman, Nathanael H. Engle, and
Robert D. Buzzell, Wholesaling (third edition; New York;
The Ronald Press Company, 1959), p. I4.8 7 .
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Actual Physical Inventory
To verify and supplement the perpetual inventory
that is maintained in the data processing department at
Associated Grocers of Florida, Incorporated, an actual
physical inventory is taken twice a year, in January and
July.

The system used In talcing this physical inventory

involves a pair of employees working in each bay.

They

both start in the center of the bay; one goes in one
direction to the end of the bay, arovmd the other side of
the bay, and comes back to where he started.

The other

employee takes inventory of the same stock, but goes around
the bay in the opposite direction.
the two employees are then compared.

The Inventory sheets of
With this system, if

there is a discrepancy, it is easily found and corrected.
If there is a discrepancy between the physical
inventory and the perpetual inventory, the records of the
perpetual inventory are changed to agree with the actual
physical inventory records.
A physical inventory of items subject to pilferage
and produce is taken each week.

A physical Inventory of

frozen foods is taken every twelve weeks.
IV.

SOURCES OF INFORMATION

The management of Associated Grocers of Florida,
Incorporated tries to keep informed on conditions in
the food trade and in business generally.

Reports from

Cooperative Food Distributors of America and Central

12k

Retailer-Owned Grocers, the two national organizations of
which Associated Grocers of Florida,

Incorporated is a

member, are received regularly and carefully studied.
These reports emphasise conditions affecting the supply
and demand for foods, the outlook for prices, legislative
developments,

and general conditions prevailing in the

food industry.

In addition numerous trade papers and

journals are subscribed to and studied in detail by the
management.

Food brokers, with their expert knowledge of

markets and prices, are another source of information.
This information is not only utilized by the management
at the warehouse, but the informs.! ion relevant to the
operation of retail stores is sent to the members in
weekly bulletins.

CHAPTER VII
SELLING AND OTHER POLICIES OF ASSOCIATED
GROCERS OR FLORIDA,

INCORPORATED

The retailer has often been described as the p u r 
chasing agent of the consumer.

In logical sequence the

i-rholesaler may be described as the purchasing agent of the
independent retailer.

The who l e s a l e r !s main function is

to procure and stock the things his retailer customers wish
to buy.

However, because of the changing- structure of the

American economy,

this concept of the who l e s a l e r 1s function

has undergone a change.

Today there Is closer cooperation

between wholesalers and retailers In the food business with
the wholesalers performing many more services for their
retailers in order to make these retailers into better
m e r c h a n t s .1

The selling, pricing,

and service policies and

practices of Associated Grocers of Florida,

Incorporated

show the effect of this changing concept.
I.

SELLING POLICIES AN D PRACTICES

The purpose for the organization of retailer-owned
cooperatives was to obtain merchandise for the independent
retailer m e m b e r 3 at the lowest possible cost.

Thus, buying

is the primary function of Associated Grocers of Florida,

-*-Paul D. Converse, "Twenty-Five Years of ■Whole
saling," Journal of Marketing, XXII, No. 1 (July, 1957), iplp.
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Incorporated, and selling Is subordinate to this.

This Is

in contrast to the usual wholesale house In vrhich "all the
activities of buying, warehousing, inventory control, and
some others are Intended substantially to contribute to
the ultimate objective of selling goods.”2
The fact that the selling function is not as im
portant at Associated Grocers of Florida, Incorporated as
at other wholesale establishments Is borne out by a com
parison of operating costs.

In 1961 the selling expenses

at Associated Grocers of Florida, Incorporated accounted
for less than five per cent of the total operating costs.
In other wholesaling houses selling expenses are usually
the largest item in operating costs; in typical cases this
item accounts for approximately twenty-five per cent of
total operating, costs.3
Sales Objectives

Associated Grocers of Florida, Incorporated is a
nonprofit cooperative,'organized by independent grocery
retailers interested in obtaining merchandise at lower
prices.

The objectives of the cooperative do not include

profit-making for itself, but the cooperative does try

2

Theodore IT. Beckman, Nathanael H. Sngle, and
Robert D. Buzzell, Wholesaling (third edition; New York:
The Ronald'Press Company, 19^9), p. 517.
3Theodore N. Beckman, "A Critical Appraisal of
Current Wholesaling," Journal of Marketing, XIV, No. 2
(September, 19l[-9), 313.
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to help Its retailer members obtain.more profits.

Thus,

a mark-up to the cost of the merchandise at Associated
Grocers of Florida,

Incorporated Is made to cover the oper

ating expenses of the warehouse.

Any excess profits are

paid to the retailer members by dividends on a patronage
basis.
are:

Hence,

the selling objectives for this cooperative

(1) to assist Its retail store members in merchan

dising activities so as to increase their sales to ultimate
consumers, and (2 ) to supply the retail store members with
the largest possible share of their merchandise.
Sales Procedure
At the beginning of each month Associated Grocers
of Florida,

Incorporated mails to each member store an

order book that lists all the items handled by the w a r e 
house.

The order book gives the description of each co m 

modity as to size,

cost to the retailer members, and the

current retail selling price by two of the largest cor
porate chain competitors in the Miami area.

The m erchan

dise is listed, by code in the same sequence as it Is stored
In the warehouse.

Types of merchandise are separated In

the order form book by the use of different colored pages;
white pages are used to designate grocery Items, green for
tobacco, pink for health and beauty aid items, blue for
frozen foods, and yellow for dairy and bakery items.

These

order books have a four-part perforated tear strip attached
to each page with each strip containing the warehouse code
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numbers of the commodities and a place for the' retailer
•member to mark in the quantity of each commodity he wishes
to order.

After filling in the quantity wanted, the re

tailer tears off one of the strips weekly and sends that
to the data processing office of Associated Grocers of
Florida,

Incorporated.

The processing of the order has

been.previously described.
When the order book is printed at Associated Grocers
of Florida, Incorporated, the cost and retail selling price
quoted for each item is the cost and retail selling price
as of that date.

However, the food industry is a dynamic

industry with costs and prices constantly changing.

In

order to keep Its member stores in a better competitive
position, Associated Grocers of Florida, Incorporated
issaies supplementary bulletins each week.
Weekly bulletins.

These weekly bulletins contain

more than just information concerning the changes in costs
and prices.

The cover sheet is usually reserved to empha

size an additional or important service the cooperative
is offering its members.

The next sheet contains a list

of Items that have been added or discontinued at the ware
house since the monthly order form was mailed.

Then cost

and price increases and decreases are listed as well as
price comparisons with two corporate chain retail outlets
for produce.

Merchandising hints, notices of meetings, and

any relevant news are passed on to the retailer members by
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the management of Associated Grocers of Florida, .Incorpo
rated in these bulletins.

The list of merchandise with the

price that will be featured by the two advertising groups
(these groups will be Identified later) In the coming
week's newspapers makes up the last sheets in these vreekly
bulletins.

This list of merchandise that will be adver

tised is a very important service of the bulletin as it
is- usually the only advance information as to advertised
specials that the retailer members receive.
Special deals bulletins.

Associated Grocers of

Florida, Incorporated also Issues periodically a bulletin
containing special deals available to the retailer members.
This bulletin, like the monthly order -book, contains differ
ent colored pages to designate the different types of mer
chandise on w h i c h .special deals are available.

The same

color's are used as are used in the monthly order1 books.
3ach deal is numbered and the retailer member uses that
number in ordering.
also listed.

The expiration date of each deal is

In some cases the retailer member Is required

to follow a set procedure and to promote a specific item by
in-store displays in order to obtain the promotional allow
ances and special discounts.

This bulletin outlines just

what Is required of the retailer members in these cases.
As these- special deal bulletins, like the monthly
order books, become dated, much of the Information as to
special deals is also Included In the weekly bulletins.
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Sales Policies
Associated Grocers of Florida,
stated sales policies:

Incorporated has two

(1) sales are permitted to members

only, and (2) each retail store member must purchase an
aggregate order of at least five hundred dollars weekly
from the cooperative warehouse.

These sales policies are

designed to achieve the cooperative"1s objectives:

(1) to

obtain merchandise for the Independent retailer members at
the lowest possible cost,

(2) to assist its retail store

members in merchandising activities so„as to increase
their sales to. ultimate consumers, and (3) to supply the
retail store members with the largest possible share of
their merchandise.
II.

PRICING POLICIES AND PRACTICES

In the establishment of prices, the management of
Associated Grocers of Florida,
by two factors:

Incorporated is governed

(1) cost of merchandise from the manu-*'

facturer plus the expenses of operating the warehouse, and
(2)

the necessity for marking merchandise.at prices that

will enable the retail "store members to compete effectively
with the corporate chain stores in the area and still main
tain a profit.
Cost-Plus-Operating-Expense Method
The cost-plus-operating-expense method in pricing
merchandise,

the method most frequently used in the early
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retailer-owned grocery cooperatives, is not used extensively
by Associated Grocers or Florida,

Incorporated.

The cost-

plus-operatlng-expense method for price determination has
some very definite weaknesses. • One difficulty is the
necessity for the management of the cooperative to antici
pate sales and expense of operation before it is possible
to determine what prices retail store members should be
required to pa;/- for their merchandise.

Furthermore,

some items are more competitive than others,

since

It is impracti

cal to assign Identical mark-ups on all merchandise offered
for sale.

A highly competitive item, having a .rapid turn

over and a large sales volume,

does not warrant as high a

mark-up as a less competitive item having a slow turnover
and adding to the cost of merchandising at the warehouse.
The Gompe ti tive I-Ietho d
The more common method of determining prices,
competitive method,

the

is the pricing policy in effect at

Associated Grocers of Florida,

Incorporated.

Under this

method the mark-up on each item is determined Individually,
taking into consideration the competitive position of the
item, the rate of turnover,

the sales volume, and other

merchandising factors effecting costs and prices.

This

causes the percentage mark-ups to be at a wide variance at
Associated Grocers of Florida,

Incorporated, ranging from

a low of no mark-up at all on highly competitive items to
a high of approximately fifteen per cent on health and
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beauty aids and some non-roocl items.
in 1 9 6 1 was 2 . 6 7 per cent.

The average mark-up

Table XVI gives the analysis

of sales and gross margins of the different product lines
handled by Associated Grocers of Florida, Incorporated for
the fiscal year ended July 31* 19&1.

This analysis indi

cates which lines contribute most to total gross profits.
Groceries, which account for almost one-half of the
total sales volume, also contribute almost one-half of gross
profit.

It is interesting to note the percentage mark-up

on groceries is exactly the same as the average percentage
mark-up of all product lines, 2.67 per cent.

The health

and beauty aids and non-food items have the highest per
centage mark-up, 12.9 per cent, but account for less than
1 per cent of total sales volume and for less than 5 per
cent of gross profit.

Pi’oduce, accounting for almost 15

per cent of gross profit, contribute to a little over Ip per
cent of total sales, but the percentage mark-up is 9 . 6 3 per
cent.

Cigarettes and frozen foods contribute almost the

same percentage of gross profit, 8 . 8 9 per cent and 8.99 per
cent respectively.

However, cigarettes account for over

lj? per cent of total sales, while frozen foods account for
less than £ per cent.

The store service sale Items i~-clude

paper bags, wrapping paper, twine, plastic bags, tape, and
other materials the retail stores need to stock, store, and
sell merchandise.

These Items account for a little over

7 per cent of gross profit, 21.pl per cent of sales volume,
and have a percentage mark-up of less than 1 per cent.

TABLE XVI
ANALYSIS OF SALES AND GROSS MARGIN OF PRODUCT LINES HANDLED BY ASSOCIATED GROCERS
OF FLORIDA, INCORPORATED, FOR THE FISCAL YEAR ENDED JULY 31, 1961*

Gross Margin

Sales

Product Lines

Groceries

Amount

Percentage
of
Total Sales

Percentage of
Sales by
Product Line

Amount

Percentage
of Total
Gross Margin

$17,032,380.

49.39%

2.67%

$454,252.

49.28%

5,225,421.

15.15

1.57

81,915.

8.89

Produce

1,425,056.

4.13

9.63

137,186.

14.89

Dairy

1,340,200.

3.89

3.71

49,834.

5.41

Frozen Foods

1,438,076.

4.17

5.76

82,860.

8.99

Store Service

7,418,366.

21.51

0.90

67,129.

7.28

Health and Beauty Aids

318,498.

0.92

12.90

41,129.

4.46

Eggs

287,553.

0.83

2.60

7,458.

Total

$34,485,550.

100.00%

2.67%

$921,763.

O
00
o

Cigarettes

100.00%

Computed from financial data obtained from Associated Grocers of Florida, Incorporated.
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1 3k

In order to ascertain that its prices are competi
tive, Associated Grocers of Florida,

Incorporated contin

ually shops its strong competitors and raises and lowers
prices accordingly.

The cooperative has an employee whose

only job is to shop in the two strongest competitors' retail
outlets in the Miami area in order to keep Associated
Grocers of Florida,
changes.

Incorporated informed as to price

As already stated,

the cooperative lists in its

order books to the retail store members the current retail
selling price of each commodity by these two lar’ge corporate
chain competitors.

This information helps the retail store

members In fixing their retail selling prices so as to
remain In a favorable competitive position.
The assessment of a low or no mark-up 011 competitive
items necessitates a higher than average mark-up on n o n 
competitive merchandise to assure the cooperative of ade
quate capital for warehouse operating expenses.

The health

and beauty aid Items are usually sold at the manufacturer's
suggested, retail selling prices.

This practice has placed

these items in the non-competitive class as practically
all retail stores sell them at these suggested prices.
These prices allow both the wholesalers and the retail
stores a higher than average mark-up.
Higher than average mark-ups are also obtainable
from distributors' labeled merchandise.

Again these m a r k 

ups are shared, with the retail store members,
a higher than average mark-up also.

allowing them
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With, this competitive pricing method in effect at
Associated Grocers of Florida,

Incorporated,

any excess

profits at the end of the fiscal year are distributed to
the retail store members through dividends on a patronage
basis.

As shown by Table XX, page

these patronage

rebates have ranged from a low of 0.5^- of 1 per cent of
sales in 1957, to a high of 1.05 per cent in 1959, to 0.90
of 1 per cent for the fiscal year 19&1.
Drop Shipments
The pricing policy at Associated Grocers of Florida,
Incorporated on all drop shipment merchandise to the retail
store members is the actual warehouse cost plus 1 per cent.
Ho Return Spoil Policy
-4\

Associated Grocers of Florida,

Incorporated has a

"no return spoil policy" on dry groceries delivered to the
retail store members.
spoils, breakage,

To compensate these members for

dents, and so forth incurred in the

normal delivery of merchandise,

the cooperative automati

cally deducts one-tenth of one per cent from the total
amount of each dry grocery invoice.

This policy is de

signed to save the warehouse the expense of rehandling
this merchandise and at the same time allow the retail
store members a little more profit.

The one-tenth of one

per cent more than covers the cost of spoilage,

and the

retail store can still offer this damaged merchandise for
sale at a reduced price.
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Health and Beauty Aid Items
The health and beauty aid items are the only items
pre-marked with the retail selling price at the cooperative
warehouse.

In addition the cooperative provides servicemen

for the handling of these items to each retail member store.
These servicemen perform the following activities:
1.
2.

3.
k.

5.

Order the merchandise for these non-food racks for
the retail store members.
Place all regular stock merchandise on the racks
in accordance with a pre-determined layout
designed to give the member store the greatest
possible sales and turnover.
Select and build displays on promotional deals
and consumer deal packs,
Compute excise tax and supply statement each
quarter, showing amount of tax and sales on
which tax is based.
Remove from the racks all out-dated, shop-worn,
or overstocked items with full credit given, as
the cooperative sells this merchandise to its
retail store members on a guaranteed sales basis.

In return the retail member store must agree to:
1.
2.
3.

Allocate sufficient space In accordance with store
size to properly promote these non-food items.
Sell at the suggested retail prices set by the
manufacturers and Associated Grocers of Florida,
Incorporated.
Grant additional space for special promotional
displays.

This sales-service agreement is designed to restrain retailer
members from buying short-profit Items from the warehouse
and long-profit Items from wholesale druggists.
III.

SERVICE POLICIES AND PRACTICES

The modern wholesaler sees his "function in.relation
to the retailer not as one of selling to retailers at a
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profit but of selling through retailers for mutual profit.1'^
In order to do this wholesalers now perform a variety of
services for their retailers.
One limitation to the growth of early retailerowned grocery cooperatives was that they placed the main,
and at times, the sole emphasis on obtaining merchandise at
the lowest possible cost and gave little or no merchandising
help to their retailer members.
ated. Grocers of Florida,

The management of Associ

Incorporated, feels that the ser

vices they perform for their retail store members have been,
and will continue to be, a major factor for their success
as a retailer-owned, cooperative.
This cooperative is constantly expanding its ser
vices in an attempt to keep its retailer members In a
favorable profit-making position In the highly competitive
food industry.
Merchandising Assistants
The merchandising assistants,

commonly called, field-

rnen or salesmen by some firms, have a very important role
at Associated Grocers of Florida, Incorporated.

They serve

as consultants for the retail store members and as co
ordinators of the wholesale-retail functions.
cipal task,

Instead of selling to the retailer,

Their prin
Is to help

^-U. S. Department of Agriculture, Use of Fieldmen
by Wholesaler Food. Distributors and Affiliated. Retailers,
Marketing Research Report Ho. 267> [Washington:
U. S.
Government Printing Office, 19,38), p. 7.
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the retailer sell to his customers.

The functions of

these merchandising assistants include:
1.
2.
3.
k.
5.
6.

Improving retailer cooperation with a. joint mer
chandising program.
Offering constructive information and advice on
store operations.
Checking condition of retail member stores.
Locating leads for new accounts and new locations
for stores.
Encouraging and aiding retailers in their pro
gressive development as merchants.
Facilitating communications between the retail
store members and. Associated Grocers of Florida,
Incorporated.
Improving retailer cooperation with a joint mer

chandising program.

The merchandising assistants try to

sell the retailer members on the value of cooperation.
They inform the members of special promotions and. assist
them in the setting up of displays and allocating space
in the stores for these special promotions.

They encourage

the members to take advantage of the advertising program of
Associated Grocers of Florida,

Incorporated, and. they check

the retail selling prices of these member stores to see
that they are maintaining advertised prices.

They aid the

members in collecting their advertising and special pro
motion allowances.
Offering constructive information and advice on
store operations.

The constructive information and advice

offered, by these merchandising assistants include Ideas
as to the arrangement of shelf displays, the location of
new items, help in hiring and training new personnel, and.

encouraging members to take advantage of the retail store
accounting program that has recently been inaugurated by
Associated Grocers of Florida,

Incorporated.

This program

will be discussed in detail later.
Checking condition of retail member stores.

The

merchandising assistants assist the store in checking on
such conditions as cleanliness,
dising program,

support of the merchan

adequate level of stock, and freshness and

appearance of such perishables as produce, meats, and dairy
products.

They also help members,

through the services

offered by Associated Grocers of Florida,

Incorporated,

in the purchase of ne w equipment.
Locating leads for new accounts and new locations
for stores.

Because these merchandising assistants are

out covering a specific territory and talking with r e 
tailers,

they are in a position to learn about potential

n e w accounts and promising store locations, which they
report to the management of Associated Grocers of Florida,
Incorporated.
Encouraging and, aiding retailers in their progres
sive development as merchants.

The main objective of the

merchandising assistants is to assist the retail store
members In becoming more effective merchants.

All the

functions of these merchandising assistants are focused
on that objective.

In order to obtain this objective,

the

merchandising assistants often recommend that the retail
store member attend wholesaler and trade conferences.

They

also offer suggestions for the expansion of facilities as
well as lines of goods carried when such expansion seems
to be indicated.
Facilitating communications between the retailer
members and Associated G-rocers of Florida,

Incorporated.

The merchandising assistants turn in reports on each retail
store member to the management of Associated Grocers of
Florida,

Incorporated.

By studying these reports the

management is in a better position to understand the prob
lems of the cooperative’s retailer members,
merchandising assistants,
its members.

Thus,

and through the

the cooperative tries to help

the merchandising assistants are c o 

ordinators of the wholesale-retail functions.
Retail Store Accounting
Most independent retailers know that modern food
retailing requires accurate accounting procedures and
operating re c o r d s .' This is time-consuming work and often
requires specialized help.

Thus, a retail store accounting

program was established at Associated Grocers with the
specific goals of:

(1) minimizing the bookkeeping tasks

of retail store members,

and (2) providing fast accurate

financial figures for the retail store members to use as
a tool in improving their business.
under this program are:

The services provided
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1.
2.

Maintain permanent bookkeeping records.
Prepare operating and balance sheet statements
every four* weeks.
3'. Provide average sales per customer data,
k. Provide gross profit information for each depart
ment .
■
5.
Provide percentages on all Individual expense
and income items,.
6. Reconcile bank accounts every period.
7. Maintain individual employee payroll records.
8. Prepare individual statement analysis.
9. Prepare all sales, social security, withholding,
excise, state, and federal unemployment tax
returns.
10. Prepare federal depository receipt forms.
11. Prepare employee W-2 forms annually.
12. Provide monthly inventory turnover analysis.
13. Provide forms for the taking of meat and prodaice
inventories.
ill-• Report Insurance valuations to Insurance companies.
The fee charged for this retail store accounting program is
based on the total sales of the retail store members, and
ranges from forty to ninety-five dollars monthly.
Under this same program there are three optional
services available to retail store members at additional
cost:
1.
2.
3.

Take physical inventory of the retail store.
Extend and compute Inventories.
Provide special statements for obtaining loans.
At the present time twenty-one retail member stores

are participating-In this retail store account mag program.
Advertising
In many retailer-owned cooperatives members combine
into small groups according to their locale and the size of
their store, and adopt a name under which to cooperatively
advertise.

These groups are known in the trade as "mer

chandising groups."

ll|.2

At Associated Grocers of Florida, Incorporated
there are two such "merchandising groups."

One operates

under the name "Associated Grocers" and the other "Payfair."
Each member participating In these groups is assessed a
weekly fee by the cooperative to cover the actual costs of
the "merchandising group" program.
Associated Grocers.

Membership in the Associated

Grocers merchandising group is limited to those retail
member stores located in the' Miami area that have a we ekly
volume of sales of :;?15>,000 or more.

At the present time

there are seventeen members belonging to this merchandising
group.

The group is self-governed, and elects from its

membership a committee to meet weekly at the cooperative
warehouse to decide on what products to advertise at what
prices in the next week’s advertising program.
The copy of the advertisement for the merchandising
group is prepared, by the cooperative’s print shop and
submitted to the newspapers.
The members of the merchandising group must erect
the official sign of the group over their store, and co
operate with the price and product programs of the groiip;
that Is, they must stock the advertised products and sell
them at the advertised prices.
Payfair.

Membership In the Payfair merchandising

group is limited to those retail member stores located in
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the Miami area that have a X'feekly volume of sales of ^8,000
to $lL|., 999.99.

At the present tine there are fifteen mem

bers belonging to this merchandising group.

The operations

and requirements of this group correspond exactly to those
of the Associated Grocex^s group.
Other advertising services.

Associated Grocers of

Florida, Incorporated collects advertising allowances from
manufacturers on behalf of its retailer members.

A bulletin

is sent to each member periodically by the cooperative
listing the products for which manufacturers will pay adver
tising allowances.

These products are listed in groups

and the number of advertisements required for each group
is stated.

In order to qualify for advertising allowances

each member must submit proof of advertising, and each
advertisement must bear the words "Member of Associated
Grocers of Florida, Incorporated."
The cooperative's print shop will prepare individual
advertising, handbills,

circulars, and letters for member

stores, charging only the actual cost of performing these
activities.
Delivery Service
Associated Grocers of Florida,
free delivery service' policy.

Incorporated has a

As some of its stores are

located as far as 2^0 miles from the warehouse, this policy
does not seem practical.

However, the cooperative maintains

that this policy is economically practical because of the

iUk
five' hundred dollars weekly minimum purchasing requirement.
Dry groceries are delivered to these distant stores only
once a week,

and by efficient routing so as to service all

retailers in the same locality with one trip, efficient
loading of the delivery trucks, and requiring the retailer
members to provide help in the unloading of their order,
this cooperative has kept delivery expenses to a minimum.
This is borne out by an analysis of the cooperative's
records which show that delivery expenses for the fiscal
year 1961 accounted for only O.I4.3 of 1 per cent of sales
(Table XIX, page 1^2).
Gash and Garry Outlet
In order to permit the retailer members of this
cooperative to pick up small lots of merchandise as often
as needed in between regular scheduled deliveries from the
parent warehouse,

and at the same .time to help eliminate

the high cost of handling broken cases at the parent w a r e 
house, Associated Grocers of Florida,
a cash and carry outlet.

Incorporated operates

This outlet is centrally located

in the city of Miami and easily accessible to members In
the' Miami area.

The sales policy permits anyone with a

retail license to buy merchandise at this outlet.

A higher

mark-up is made on all the merchandise sold at this outlet
because of this sales policy and because of the high costs
Involved In handling small orders of broken cases.
The operation of this outlet Is a new service, having

11£

been in operation for only two years, and as yet the ex
penses still exceed the income.

However,

it is the manage

m e n t ’s belief that this venture will not only pay for itself,
but will be a profit-making enterprise once the operations
become more efficient and the sales volume increases.
Other Services
Associated Grocers of Florida, Incorporated offers
a variety of other services to assist its retail store
members in merchandising activities so as to increase their
sales to ultimate consumers.

These services include:

1.

A service department, through which members m y
purchase any item not carried in the warehouse.J
2. A refrigeration department, through iirhich members
m y purchase refrigeration equipment or obtain
maintenance service.
3.. A personnel service department, maintained as a
clearing-house for regular or temporary help
in all branches of the food business.
Ll.
Group insurance, available to those members w h o
desire to participate.
A credit union, maintained for all members, their
employees, and the personnel at the warehouse.
6. A market improvement service, designed to aid the
members in receiving financial assistance for
expansion and building programs.
Associated Grocers of Florida,

Incorporated realizes

that services play a very important part in the functions
of the modern wholesaler.

The management Is receptive to

new Ideas and is willing to offer the retail store members
any service they.feel will help them obtain more and better
consumer relations.
For this reason the cooperative has recently added
a trading stamp program to its list of services.

Many of

its retail member stores are located in areas where trading
stamps are used extensively by competitors.

These members

feel that a trading stamp program is necessary for them to
compete effectively.
of Florida,

The management of Associated Grocers

Incorporated is opposed to trading stamps,

feeling that such a program is expensive, time-consuming,
and a weak promotional device.

However,

since this is a

cooperative, organized by and for retail store members,
the management feels obligated to offer this trading stamp
service.

CHAPTER VIII
FINANCIAL ANALYSIS OF ASSOCIATED GROCERS
OF FLORIDA*

INCORPORATED

To present and examine the operating results of
Associated Grocers of Florida,

Incorporated,

to compare

the efficienc^r of this retailer-owned grocery cooperative
relative to other types of wholesale grocery establish
ments, and, lastly,

to see the relationship between

retailer-owned cooperatives, especially Associated Grocers
of Florida,

Incorporated,

and Federal Income Tax laws,

are the purposes of this chapter.
I . ' OPERATING RESULTS
The financial and profit and loss statements of
Associated Grocers of Florida,

Incorporated for the fiscal

years 19-57 through 1961 were examined.

The year 1957

represents the date this cooperative was incorporated
under its present name.
Expenses and Profits for the Fiscal Year 1961
Associated Grocers had 312 retail store members as
of July 31, 1961.
amounted to

The net sales for the fiscal year 1961
,5l{.9, giving the average sales per store

as 5110,531.
From Table XVII it is evident that,

for the fiscal

year ended July 31* 1961, cost of sales at Associated
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TABLE XVII
OPERATING RESULTS OP ASSOCIATED CtROCERS
OP FLORIDA, INCORPORATED, FOR THE
PISCAL YEAR ENDED JULY 31, 196l*

Item
Number of stores
Sale s
Average sales per store

Operating Results
312
—■

Sales

$

1 1 0 ,5 3 1 .
1 0 0 .0 0 ?&

Cost of goods sold

97.33

Crross Kargin

2.67^

Other Income

1.2-1-9

Total Gross Kargin and Other
Inc one

l6°j

Total Operating Expenses

3.2 1

Net Income before Patronage Rebates

0.95#

Patronage Rebates

0.9 0

Net Income before Federal Taxes

0 .0 5 $

Rate of Turnover (times a year)

"Computed from financial data obtained from
Associated Grocers of Florida, Incorporated.
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Grocers of Florida,

Incorporated accounted for 97.33 per

cent of each total sales dollar.

There remained a gross

margin of 2.67 per cent of total sales.

Other income

accounted for 1.1|,9 per cent of total sales, making a total
gross margin and other income of 1^. 1 6 per cent of total
sales.

The total expenses constituted 3.21 per cent of

total sales, leaving 0.95 of 1 per cent as the net income.
After deducting 0.90 of 1 per cent paid out to the members
as patronage rebates, a net income before taxes'of 0 . 0 5 of
1 per cent per sales dollar was retained by Associated
Grocers of Florida,

Incorporated.

Stock was replaced at

the average rate of 35* °5 times during the fiscal year, as
computed from the cost of goods sold to the average of
inventories at the beginning and end of the period.
Other Income.

The income other than income from

the gross margin of sales at Associated Grocers of Florida,
Incorporated Is a vital factor in the success of this
cooperative because of the very low mark-up on merchandise.
Other income includes income from purchase discounts, p r o 
motional allowances, Central Retailer-Owned Grocers p a r 
ticipation,

advertising allowances,

and miscellaneous.

Table XVIII shows the percentage of these other Income
items to sales and the percentage of each item to total
other income for the fiscal year ended July 31* 1961.
The purchase

discounts accounted for the largest

percentage of other Income, 65.81j- per cent..

This Item

i5o

TABLE XVIII
OTHER INCOKE ITEMS AS A PERCENTAGE OP SALES AND OP
TOTAL OTHER INCOME, ASSOCIATED GROCERS OP
FLORIDA, INCORPORATED, FOR THE FISCAL
YEAR ENDED JULY 31, 1961'“'

Other Income

Amount

Percentage
of
Other Income
65.8k5

125,926.

0.37

21;- 50-

Advertising Allowances"

21^,3k-3.

0.0?

0- 70-

C.R.O.G. Participation

21,298.

0.06

0-15

3,772.

0.01

0.73
O
O
O
O

1

[

1

•

0513,227.

1
—I

Total Other Income

1

'“'Computed from financial data obtained from
Associated Grocers of Florida, Incorporated. ■

•

Miscellaneous

H

Promotional Allowances

|

0.985

Purchase Discounts

0337,088.

Percentage
of
Sales
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constituted 0.98 of 1 per cent of total sales.

The p r o 

motional allowances accounted for 0.37 of 1 per cent of
total sales and 2[i_.55 per cent of other income.
leaves advertising allowances,
Owned Grocers participation,

This

income from Central Retailer'

and miscellaneous income com

bined accounting for O . H l of 1 per cent of total sales and
9.02 per cent of other income.
Ixpense Analys1 s .

The individual operating expense

items as percentage of sales and percentage of total ex
penses for the fiscal, year ended July 31, 1981 are given in
Table XIX.

The warehouse expense item was. the largest item

of expense,

accounting for 1 . 2 6 per cent of total sales and

39.17 per cent of total expenses.

The administrative ex

penses, which Include salaries and wages, accounted for
0.93 of 1 per cent of total sales and 28.96 per cent of
total expenses.

Delivery service absorbed 0.br3 of 1 per

cent of total sales and 1 3 . 5 3 per cent of total expenses.
The tabulating costs amounted to 0.23 of 1 per cent of
total sales and 7.1i|- per cent of total expenses.
ing expenses,

The sell

including the costs of merchandising assist

ants and the servicing of retail member stores, absorbed
0.15 of 1 per cent of total sales and l|..6u per cent of
total expenses.

This leaves the purchasing, maintenance,

health and beauty aid items, and retail store accounting
expenses combined amounting to 0.21 of 1 per cent of total
sales and 6.52 per cent of total expenses.

Thus, the
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TABLE XIX
OPERATING EXPENSE ITEKS A3 A PERCENTAGE OP SALES
AND OP TOTAL.OPERATING EXPENSES, ASSOCIATED
GROCERS OP FLORIDA, INCORPORATED, FOR
THE FISCAL YEAR. ENDED JULY 31, 1961**

Operating E x 
pense Item
Warehouse

Amount

Percentage
of
Sales

Percentage of
Total Operating
Expenses

1|-3I|.,259.

1.265

39.175

Administrative

321,115.

0.93

28.96

Delivery

130,002.

0.53

13.53

Tabulating

79,239.

0.23

7. Ilf-

Selling Expenses

52,209.

0.15,

1l.60

Purchasing

33,3lxl *

0.10

3.01

paintonance

25,230.

0 .07

2.18

Health and Beauty
Aids

15,035.

0. Oli.

1.27

Retail Accounting

631'-

---

0.06

Total Operating
Expenses

-

21,109,063.

3.2 .
1.5

1 0 0 .0 0 5

’“'Computed from financial data obtained from
Associated Grocers of Florida, Incorporated.
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warehouse, administrative, and. delivery expenses accounted
for 81.66 per cent of total expenses.

The balance of

1 8 . 3 5 per cent was distributed over six additional items.
Expenses and Profits for Fiscal Years 1957 to 1961
Table XX gives the operating results of Associated
Grocers of Florida, Incorporated for the fiscal years 1957
to 1 9 6 1 inclusive.

As the fiscal year closing date was

changed in 1957 from September 30 to July 31* the data for
1957 was actually data for a ten-month period.

For com

parative statistics the figures given for 1957* except
where stated otherx-xise, have been projected to make this
a twelve-month period.
The number of stores increased from 193 in 1957 to
312 in i9 6 0 .

This number remained constant from i9 6 0 to

1961, due partially to inadequate facilities at the xmirehouse to service.a larger membership.

These facilities

were expanded during the fiscal .year 1961 with the antici
pation of an Increased membership in the future.
Sales increased at a much faster pace than member
ship as shox-m by the increase in the average sales per
store.

In 1957 the average sales per store was 565,155*

and by i9 6 0 this figure had increased to 596,109.

From

i9 6 0 to 1 9 6 1 the number of stores remained constant, but
sales .continued to increase.
for 1 9 6 1 was 5 ll0,531*

The average sales per store

TABLE XX
OPERATING RESULTS OF ASSOCIATED GROCERS OF FLORIDA, INCORPORATED,
FOR THE FISCAL YEARS 1957-1961 INCLUSIVE3

1961

1957

1958

1959

1960

198
$12 ,700,670.
64,145.
$

211
$15,658,625.
$
74,211.

249
$19 ,222,868.
77,200.
$

312
$29,986,395.
$
96,109.

Sales
Cost of Goods.Sold

100.00%
96.91

100.00%
96.83

100.00%
97.06

100.00%
97.56

Gross Margin
Other Income

■ 3.09%
1.75

3,17%
1.75

’ 2.94%
1.82

2.44%
1.62

2.67%
1.49

Total Gross Margin and
Other Income
Total Operating Expenses

4.84%
4.15

4.92%
3.96

4.76%
3.56

4.06%
' 3.03

4.16%
3.21

Net Income before Rebates
Patronage Rebates

0.69%
0,54b

0.96%
0,82

1.20%
1,05

1.03%
1,00

: 0.95%
0.90

Net Income before Federal Taxes

0,15%

0,14%

0,15%

0.03%

9.05%

Item

*
Number of Stores
Sales
Average Sales per Store

Rate of Turnover (times a year)

19.74

21.86

24.21

33.52

312
$34,485,549.
$
110,531.

100.00%
97.33 •

34.05

aComputed from financial data obtained from Associated Grocers of Florida, Incorporated
for stated years.
^Percentage of actual sales for ten months ended August 3, 1957.
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The gross margin during this five-year period moved
contrary to what would be expected.

This period was for

the most part a period of rising prices and increasing
dollar sales--a period when gross margin tends to increase
because of higher mark-ups and larger inventory values.
For Associated Grocers of Florida,

Incorporated, however,

the gross margin declined 0 .k2 of 1 per cent of total sales
from 1957 to 19ol.

There was an increase of 0.08 of 1 per

cent from 1 9 5 7 to 1 9 5 8 , but from 1 9 5 8 to 1'960 there was a
decrease of 0 . 7 3

of 1 per cent,

dropping the gross margin

to a low for this five-year period of 2 .1|i|. per cent of
total sales.

In 1961 the gross margin started upward again

and gained 0 . 2 3

of 1 per cent over 1 9 6 0 's gross margin,

to

2 . 6 7 per cent of total sales.
Other income.

The other income has been and con

tinues to be an important item In the operation of this
cooperative.

When stated as a percentage of sales,

this

item dropped from 1 . 7 5 pen cent in 1 9 5 7 to 1 .1|.9 per cent
In 19ol,

an over-all decline for this five-year period of

0.26 of 1 per cent of total sales.

A breakdown of these

other income items is given in Table XXI.
these items are,

Important as

they constitute a very small percentage

of total sales.
The source of the largest amount of other income is
from purchase discounts.

This Item dropped from 1.1|_3 per

cent of total sales in 1 9 5 7 to 0 . 9 8

of 1 per cent of total
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TABLE XXI
OTHER IHCOME ITEMS AS A PERCENTAGE OP SALES POR THE
ASSOCIATED GROCERS OP FLORIDA, INCORPORATED
POR THE FISCAL TEARS 1957-1961 IHCLUSIVE*

Other Income
Items

1957
t

1958

1959

I960

1961

Purchase Discounts

1 .1'35

1.335

1 .285

1.025

0.985

Promotional
Allowances

0.09

0.17

0.22

0.37

0.37

C.R.O.G.
Participation

0.05

0.07

0.09

0.06

0.06

Advertising
Allowances

0.18

0.16

0.22

0.16

0.07

Miscellaneous

0.01

0.02

. 0.01

0.01

0.01

Total Other Income

1.755

1.755

1.625

1.595

1.825

'"'Computed from financial data obtained from
Associated Grocers of Florida, Incorporated for stated
years.
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sales In 1961, which would seem to indicate that this c o 
operative is not taking every advantage of cash discounts.
However,

the management states that every cash discount

offered Is taken.

Thus,

the cooperative must be buying

more from suppliers or manufacturers that do not allow cash
discounts.

As already discussed,

other factors besides

cash discounts enter into the choice of a source of supply.
The promotional allowances Increased from 0.09 of
1 per cent of total sales in 1957 to 0.37 of 1 per cent of
total sales in 1961,

an over-all- increase of 0.2o of 1 per

cent for this five-year period.

The advertising allowances

decreased from O.ld of 1 per cent of total sales in 1957
to 0.07 of 1 per cent in 19&1,
of 1 por cent.

an over-all decline of 0.11

Income from Central Retailer-Owned Grocers

participation and miscellaneous make up the remaining other
income items.

In 1957 these two items combined accounted

for 0.0.5 of 1 per cent of total sales and increased to 0 . 0 7
of 1 por cent in 1 9 6 1 .
E x penses.

The operating expenses of this cooper

ative show a decline from 1957 to 1961 of 0.9l|- of 1 per
cent of total sales.

This is an indication of good ma n 

agement and efficient operation since the cooperative’s
services to members were continually expanded, wages and
salaries X'rere increased,

and warehousing and transportation

costs were on the rise.

A breakdown of these operating

expenses is sb.oxwi In Table XXII.

TABLE XXII
OPERATING EXPENSE ITEMS AS A PERCENTAGE OP SALES,
ASSOCIATED GROCERS OP FLORIDA, INCORPORATED
POR THE FISCAL YEARS 1957-1961 INCLUSIVE*

Operating Expense
Item

1957

1958

1959

i960

1961

Warehouse

l.il-95

1.655

1.535

1.195

1.265

Administrative

l.kO

1.25

l.ll

0.95

0.93

Delivery

0.61

0.[|.6

0.37

0.37

O.L-3

Tabulating

0.38

0.32

0.28

0.20

0.23

Purchasing

0.10

0.09

0.09

0.09

0.10

Selling Expenses

0.12

0.12

0.13

0 .1L1

0.15

Maintenance

0.05

0.07

0.05

0 .0k

0.07

0.05

0.0[j.

3.035

3.215

Health and Beauty
Aids
Total Operating
Expenses

0

0

0

k. 15%

3.965

3.565

‘“'Computed from financial data obtained from
Associated Grocers of Florida, Incorporated for stated
y e ars.
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The warehouse expense item dropped from l.!p9 per
cent of total sales in 1957 to 1.19 per cent in I960, an
over-all drop of 0.30 of 1 per cent.

This item increased

by 0.07 of 1 per cent, to 1.26 per cent, in 1961.

The

delivery expense declined from 0.61 of 1 per cent of total
sales in 1957 to 0.37 of 1 per cent in i9 6 0 , and increased
from i9 6 0 to 1961 to 0 .JLl3 of 1 per cent, giving an over-all
decrease for this five-year period of 0.18 of 1 per cent.
The increase in the warehouse and delivery expense items
from i9 6 0 to 1 9 6 1 can partially be accounted for by the
addition to the cooperative’s warehouse.
The administrative expenses show the greatest de
cline (0.I|.7 of 1 per cent) from 1957 to 1961.

As salaries

and wages of personnel were on the increase during this
five-year period, this decline in administrative expenses
can be attributed to the more effective utilization of
labor and the use of more mechanized equipment.
The tabulating expense item shows a decline of 0.15
of 1 per cent during this five-year period, and this de
crease may have been derived also from the use of more
mechanized equipment, particularly the Remington Rand auto
matic tabulating equipment.

The selling and maintenance

expense items are the only expense items showing an increase
from 1957 to 1961.

The selling expense increase can be

ascribed, to the many additional services Associated Grocers
of Florida,

Incorporated now offer its retail store members.
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Net income.

The net income before patronage re

bates when stated as a percentage of sales constitute a
very small percentage.

The largest net income before

patronage rebates in this five-year period was realized in
1959, as indicated by Table XX, page ±$hr.

The net Income

in 1957 Has 0.69 of 1 per cent of sales, and this gradually
increased to 1.20 per cent of sales in 1959, the high for
this period under study.

Since 1959 there has been a

gradual decline, with net income accounting for 0.95 of
1 per cent of sales in 1961.

This small net income may

be explained by the cooperative's gradual elaboration of
physical equipment, merchandise lines, services to retail
store members, and, most importantly, the objective of the
cooperative to get merchandise to their members at the
lowest possible cost.

With this objective in view, the

cooperative maintains its mark-up at a figure that does
not even cover the cooperative's- operating expenses.
Associated Grocers of Florida, Incorporated is a
retailer-owned cooperative operating on a nonprofit basis;
thus, if a profit is made through the operations of the
warehouse, most of it is returned to its members on a
patronage basis.

For the fiscal years 1957 through 1961

patronage dividends of 0.51-1- of 1 per cent, 0 . 8 2 of 1 per
cent, 1 . 0 5 per cent, 1 per cent, and 0 . 9 0 of 1 per cent of
total sales respectively were paid out.

This'left the

cooperative with 0.l5 of 1 per cent of total sales as net

l6l

Income before taxes in 1957, O.lly of 1 per cent in 1958,
0.15 of 1 per cent In 1959, 0.03 of 1 per cent in I960,
and 0 . 0 5

of 1 per cent in 1 9 6 1 .
■Stock turnover.

The rate of merchandise turnover

has shown a sizeable and. constant increase in this fiveyear period under study.

Associated Grocers of Florida,

Incorporated has a very rapid stock turnover.
the rate of turnover was 19.7^'- times a year.

In 1957
By 1961 this

rate had increased to 3 ^ * 0 5 times a year, representing a
replacement of merchandise each ten to eleven days.

A

rapid stock turnover u s u a l l y ■shows efficiency in operation
and control.

Frequent replacement of merchandise results

in fresh stocks, reduced mark-downs,
of operation,

savings in expenses

and development of good-will.

However, when

too much emphasis is placed on merchandise turnover,

stock

shortages may result, which necessitate substitutions in
merchandise orders or in inability to supply the demands
for goods from the retail store members.

Such a condition

does exist at Associated Grocers of Florida,

Incorporated,

as will be discussed further®in Chapter IX, on member
relations.
The management at the -warehouse of this cooperative
Is aware of this 3tock-shortage condition and Is making
every effort to correct It.

It Is believed that with the

help of the perpetual inventory kept by the automatic tabu
lating equipment,

this problem will soon be eliminated.
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Ratios
Most of the Items appearing in balance sheets and
profit and loss statements are of limited significance
when considered individually.

By developing relationships

and comparisons with other items a much clearer* picture
can be obtained.

However, it should be emphasized that

such ratios are merely indicators to the evaluation of
financial and operating data.

Many other factors,

such as

trends in the particular industry, changes in price levels,
the time element, and general economic conditions also
need consideration.

In general, ratios are clues, not

bases for immediate conclusions.-^

The ratios given in

this section are presented in light of the foregoing
statement.
Net Worth Ratios.

In.Table XXIII the ratios of

current liabilities to net worth, total debt to net worth,
depreciated fixed assets to net worth, and sales to net
worth are presented for the years 1937 to 1961 inclusive
for Associated Grocers of Mlorida,

Incorporated.

The ratio of current liabilities to net worth indi
cates the margin of safety for creditors In that the higher
the ratio, the less the protection, and vice

v e r s a .

2

TP0r

-^-Howard S. Noble and Rollin G. Niswonger, Accounting
Principles (seventh edition; Cincinnati:
South-Western
Publishing Company, 19.37), pp. 627-23.
2David A. Revzan, Wholesaling in Marketing Organization (New York:
John Wiley £■: Sons, Inc., 196X77 p. 21)..]'..

TABLE XXIII
NET WORTH RATIOS OF ASSOCIATED GROCERS OF FLORIDA, INCORPORATED,
FOR THE FISCAL YEARS 1957-1961 INCLUSIVE*

Total Debt
to
Net Worth

Depreciated
Fixed Assets
to
Net Worth

Year

Current Liabilities
to
Net Worth

1957

81.3%

89.2%

37.4%

16.52 times

1958

63.5%

68,5%

33.2%

17.11 times

1959

74.9%

77.6%

27.1%

16.10 times

1960

72.3%

72.9%

22.4%

18,77 times

1961

99.7%

100.7%

29.5%

21.19 times

Five Year Average

78.3%

81.8%

27.9%

17.94 times

Sales
to
Net Worth

if

Computed from financial data obtained from Associated Grocers of Florida, Incorporated
for stated years.

Associated Grocers of Florida,

Incorporated this ratio was

high during the entire five-year period under study, with
a five-year average ratio of 78.3 per cent.
most analysts this ratio is,,too high.

According to

However,

in view

of the exceptionally high rate of stock turnover for this
cooperative

(once approximately every ten days), this

situation is not as serious as it may appear.

For the most

part this cooperative sells its. merchandise before the cash
payment date Is due, and thus,

It

is not handicapped with

interest charges.
The ratio of total debt to net worth has the same
Indication as the ratio of current liabilities to net worth,
listed above.

It Is evident from Table XXIII, page 1 6 3 ,

that Associated Grocers of Florida,

Incorporated operates

primarily on current debt rather than fixed debt.

A com

parison of the ratio of current liabilities to net worth
with the ratio of total debt to net worth indicates that,
with the exception of the year 1957* this company had 5, or
less, per cent in fixed debt during this five-year period.
The five year average ratio of total debt to net worth was
8l.o per cent, of which only 3.5 por cent was fixed debt.
A five-7/ear average of this ratio for other grocery whole
salers throughout the United States was 86.7 pou

ce n t.

3.Roy A. Foulke, Practical Finanelal Statement
Analysis (third edition; Hew York:
McGraw-Hill Book
Company, Inc., 1953)* p. 2l|6.

8
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Thus, with careful control of inventories, the over-all
debt picture for Associated Grocers of Florida,

Incorpo

rated a p p ears.to be satisfactory.
The ratio of depreciated fixed assets to net worth
indicates a margin of safety for a corapany with tangible
net worth exceeding $2 5 0 , 0 0 0 as long as the ratio does not
exceed 75 per cent.

Smaller percentages are proportion

ately more favorable.^-

Associated Grocers of Florida,

Incorporated Is well under this 7.6" per cent maximum ratio.
The highest ratio of ‘depreciated fixed assets to net worth
In this five-year period was 37.1-1- per cent in 1957J the
lowest ratio was 22.1;. per cent In i9 6 0 ; and the average
ratio for this five-year period was 2 7 . 9 per cent.
The ratio of sales to net xrorth indicates the amount
of business obtained on Invested capital,

The ratios during

this five-year period for Associated Grocers of Florida,
Incorporated indicate that an excessive amount of business
was obtained on a thin margin of invested, capital.
highest ratio of 2 1 . 1 9

The

times was attained in 1 9 6 1 , and the

lowest of 16.10 times' in 1959.

The average ratio for this

five-year period was 17.9k times.
Working capital ratios.

In Table XXIV the ratios

of current assets to current liabilities,
working capital,

funded debt to

Inventory to working capital, and sales

J-rlbid., p. 291.

TABLE XXIV
WORKING CAPITAL RATIOS OF ASSOCIATED GROCERS OF FLORIDA. INCORPORATED
FOR TOE FISCAL YEARS 1957-1961 INCLUSIVE4

Year

Current Liabilities

Funded Debt
to
Working Capital

1957

1,79

12.5%

126.6%

25.80 times

1958

2.05

7.5%

113.7%

25.69 times

1959

1.96

3.9%

90.1%

22.48 times

1960

2.02

1.8%

74.0%

25.43 times

1961

1.67

1.7%

90.8%

31.78 times

Five Year Average

1.90

5.5%

99.0%.

26.24 times

Current Assets

to

1

Inventory
to
Working Capital

Sales
to
Working Capital

991

*Computed from financial data obtained from Associated Grocers of Florida, Incorporated
for stated years.
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to working capital are presented for the five-year period,
1957 to 1 9 6 1 inclusive, for Associated Grocers of Florida,'
Incorporated.
The ratio of current assets to current liabilities
provides an indication of the extent to which current
assets may decline and still be adequate to pay current
liabilities.
2.00,

Some analysts place a ratio of 2 to 1, or

as the desirable minimum.S’ For Associated-Grocers

of Florida,

Incorporated the average ratio of current

assets to current liabilities for the five-year period
under study was 1.90, which is a little lower than the
desirable minimum for most organizations.

However, because

of the rapid stock turnover in this cooperative asdis-'
cussed earlier, this ratio does not apnear to be unfavorable
The ratio of funded debt to working capital gives
a measure of whether or not the entire capital of the firm
is tied up in "slow" assets.^

If the ratio is excessive,

the working capital might be depleted to amortize the
funded debt.

However, Associated Grocers of Florida,

In

corporated was at no time during this five-year period in
danger.

The highest ratio was 12.5 P G^ cent in 1957; this

dropped to 7 . 5 P®^ cent in 1956; a further drop to 3 * 9 per
cent x-ras made in 1959; this'ratio continued to decline in

^George R. Terry, Principles of Management (revised
edition; Homewood:
Richard D. Irwin, Inc.", 1956), p. 6 6 9 .
“Revzan,

op. clt., p. 21Ip.
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I960 and 1961,- with, the .lowest ratio of 1.7 per cent
attained in 1961, giving an average ratio for this fiveyear period of 5.5 pen cent.

This is very low as compared

to the five-year average ratio (2l[-.o per cent) of other
grocery wholesalers throughout the United-States.7
In a- company with net worth exceeding 0250,000,
the inventory should be no greater than the net working
capital.®

The five-year average ratio of Inventory to

working capital for Associated Grocers of Florida,
rated was 99.0 per cent.

However,

during the years 1957

and 1958 this ratio vjas over 100 per cent.
unusual In the grocery wholesale

Incorpo

This Is not

industry as a five-year

average ratio of inventory to ’working capital for grocery
wholesalers throughout the..United States was 1 0 k . 3 per
cent. °'
j

The sales to working capital ratio reveals If
adequate sales in relation to funds invested are being
obtained.

Too low a ratio In this respect makes it diffi

cult to show a reasonable return on operations.

This

ratio tends to be-high among wholesalers ’who handle a
large volume of sales per investment on account of short
terms of sale.

A five-year average ratio of sales to

working capital for such wholesalers throughout the United
States was 20.07 times.10

ghg patios of sales to working

^Foulke, op_. c lt., p. 268.
9 Ibid.,-. p. 350.

® Ibld., p. 351.

1QIbld., pp. k32-k3l(..
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capital for the five-year period under study for Associated
Grocers of Florida, Incorporated appear more than satis
factory.

The lowest of these ratios was 22.L[B times in

193>9, and the highest was 31.78 times in 1961, with the
five-year average ratio being 26.2k times.
Examining these various ratios as a group, it can
be stated that Associated Grocers of Florida, Incorporated
is in a reasonably/ satisfactory financial condition.

The

net working capital ratio appears a little low if judged
strictly by the desirable minimum of 2 to 1, and the
current liabilities ratio appears high, but the trends in
this particular industry have to be taken into consider
ation in evaluating these ratios.

The funded debt is

extremely low, the fixed assets show a large margin of
safety, and the level of sales is more than satisfactory.
II.

COMPARISON OF ASSOCIATED GROCERS OF FLORIDA,
INCORPORATED WITH OTHER RETAILER-OWNED
COOPERATIVES AND OTHER TYPES OF
GROCERY WHOLESALERS
It is important to compare the operating results

of Associated Grocers of Florida,

Incorporated with other

retailer-ovned cooperatives and other similar wholesale
agencies with the objective of determining which agency
or agencies perform the marketing functions in the most
efficient manner.
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Operating; Expenses
A comparison of the total operating expenses as a
percentage of sales for Associated Grocers of Florida,
Incorporated with other types of grocery wholesalers for
the years 195^ a n c! 195^ is available from the data given
in Table XXV.
It is evident from this table that Associated
Grocers of Florida,

Incorporated operated for less than

any comparable type of wholesaler In both these years.
In 195>1a the operating expenses of Associated Grocers of
Florida,

Incorporated were 3.95> per cent of sales.

The

average operating expense as a percentage of sales for all
retailer-owned cooperatives in the United States for 195^-1was

per cent, while the average for voluntary chains

was a full 3 per cent higher than this (7.h per cent).
This comparison definitely shown; that retailer-owned
cooperatives are more economical wholesale distributors
of grocery merchandise than the voluntary chains.

It will

be remembered that the main difference in retailer-owned
cooperatives and voluntary chains is in the control of the
organization.

In a retaller-owned cooperative the inde

pendent retailer msbers control the organization; in a
voluntary chain the sponsoring wholesaler retains control.
The cash and carry wholesalers had the lovrest open
ating expense as a percentage of sales (It.. 2 per cent) re
ported to the United States Census of Business In 19.pl l by
ge.neral-l.ine grocery wholesalers.

This

2 per cent was
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TABLE XXV
TOTAL OPERATING EXPENSES AS A PERCENTAGE OF SALES,
ASSOCIATED GROCERS OF FLORIDA, INCORPORATED,
AND OTHER TYPES OF GROCERY WHOLESALERS,
195L l and 1953

Type of Wholesaler

Operating Expenses as a
Percentage of Sales
1955
1953

Associated Grocers of Florida,
Incorporated3-

3.955

Retailer-Owned Cooperatives"0

5*5

Voluntary Chains*5
Cash-Carry Food Depots*5

7.5
5.2

r 3'*3
J
6.0

Other General-Line Grocery
Wholesalers*5

3.9

Q.k

3.96;
V

aComputed from financial data obtained from Associ
ated Grocers of Florida, Incorporated for stated years.
^Computed, from United States Census of Business,
li/hole sale Trade (Washington:
Government Printing Office,
1953)7 pp. 1-12 and 1 -1 8 .
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a little higher though, by 0.2J? of 1 per cent,

than the

operating expense percentage of Associated Grocers of
Florida,

Incorporated,

and these cash and carry wholesalers

operate on a limited-service basis.

They render ho de

livery service, limit stock to fast-moving staples,
little (if any) on advertising,

spend

and have few employees.

The patronage of cash and carry wholesalers is derived
chiefly from small retailers who are forced to meet intense
chaln-store competition and who have the necessary delivery
equipment and time to provide their own delivery service.
It is the belief of one authority, however,

that greater

benefits would result to these small retailers if they
would, give their undivided attention to the management of
their stores and let the wholesalers, who can do so more
economically than the retailers, handle d e l i v e r i e s . H
The operating expenses of other general-line grocery
wholesalers In 1939-!- were 8.9.-per cent of sales, i|.95 per
cent more than the operating expense percentage of Associ
ated Grocers of Florida,

Incorporated.

In this group of

wholesalers are included service wholesalers who carry
complete stocks of a variety of groceries and related pr o 
ducts.

The general-line grocery wholesaler Is similar to

Associated Grocers of Florida,

Incorporated in operations.

H T h e o d o r e IT. Beckman, ITathanael II. Bugle, and
Robert D. Buzzell, Vfholesaling (third edition; hew York:
The Ronald Press Company, 19^9), p. 178.
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He provides the storage function, fills orders, makes de
liveries, and renders supervisory services to his customers
The change in operating expenses as a percentage of
sales from 1955 to 1955 is available from the information
given in Table XXV, page 171.

Prom 1955 to 1953 Associated

Grocers of Plorida, Incorporated had a very slight increase
0.01 of 1 per cent.

Tho voluntary chains and retailer-

owned cooperatives were grouped together in the 1953 census
report.

By grouping them together in 1955* the average

combined operating expense percentage would be 5.9 per
cent.

Thus, there was a decrease of 0.6 of 1 per cent in

the combined operating expenses of these two types of
grocery ^wholesalers from. 1955 to 1953.
The cash and carry food depots in 1956 reported
a higher operating expense percentage than the retailerowned cooperatives and voluntary chains combined.

This

percentage was 6.0 per cent, a l.o per cent increase over
tho 1955 operating expense percentage.
A decrease of 0.5 of 1 per cent in operating ex
penses from 1955 to 1953 is shown by other general-line
grocery wholesalers.
Since Associated Grocers of Plorida, Incorporated
performs similar functions to other service wholesalers,
the small operating expense of this cooperative can only
be attributed to the efficient management of the warehouse
and. to the economies in operating activities made possible
by cooperation of retail store members.
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Sales ..
Table XXVI gives the sales and number of establish
ments of the general-line grocery x-;holesaler.s in the state
of Florida and in the Miami Standard Metropolitan Statisti
cal Area for 1953.

From this table it is evident that

Associated Grocers of Florida,

Incorporated in 1953 had a

large share of the wholesale grocery trade in both the
state of Florida and the Miami Standard Metropolitan Sta
tistical Area.
The sales of Associated Grocers of Florida,

Incor

porated accounted for one-tenth of the total sales made by
general-line grocery wholesalers in the state of Florida,
and over one-half of the total sales made by general-line
grocery wholesalers in the Miami Standard. Metropolitan
Statistical Area in 1953.
The average sales per establishment for generalline grocery wholesalers in the state of Florida for 1953
were .S3,021,923, and the average sales per establishment
for these wholesalers in the Miami Standard Metropolitan
Statistical Area were 8 3 ,JLj_80,Ij.OO.
Grocers of Florida,

The sales of Associated

Incorporated for this same period were

5 1 5 *6 5 8 ,6 2 5 * which is approximately five-times greater
than the average, sales per establishment of general-line
grocer;/ ’wholesalers in either the state of Florida or the
Miami Standard Metropolitan Statistical Area.
This tabulation Indicates how important Associated
Grocers of Florida,

Incorporated has become as a wholesale

TABLE XXVI
(

SALES OF ASSOCIATED GROCERS OF FLORIDA, INCORPORATED, AND OTHER GENERAL-LINE
GROCERY WHOLESALERS IN THE STATE OF FLORIDA, 1958

Sales

Average Sales
Per
Establishment

1

$ 15,658,625.

$15,658,625,

Total General-Line Grocery Wholesalers
in Florida^

52

157,140,000.

3,021,923,

Total General-Line Grocery Wholesalers
in Miami Standard Metropolitan
Statistical Area^

10

34,804,000.

3,480,400.

Wholesalers

Associated Grocers of Florida, Incorporated3

Number of
Establishments

Computed from financial data obtained from Associated Grocers of Florida, Incorporated for
the fiscal year ended July 31, 1958.
^Computed from U. S. Census of Business, Wholesale Trade, Florida
Government Printing Office,- 1958), pp~10-5 and 10-10.

(Washington:

U. S.
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grocery supplier both in the state of Florida and in the
Miami Standard Metropolitan Statistical Area.
III.

RETAILER-OWNED COOPERATIVES AND
FEDERAL INCOME TAX LAWS

Under existing Federal Income Tax laws, earnings
of a business establishment organized on cooperative lines,
and distributed to the members on the basis of trading
operations with or through the organization,
from Federal Income taxation.

are exempt

In retailer-owned, cooper

atives, these earnings are considered as "overcharges" for
the cost of merchandise bought for resale by the independ
ent retailer members.

This exemption does constitute a

real advantage to these cooperatives.
1961 Associated Grocers of Florida,

For example, In

Incorporated had a net

profit before patronage rebates of 0.9.6 of 1 per cent of
sales

(Table XVII, page ll|.8).

not a cooperative,

If this organization was

this entire 0.96 of 1 per cent of sales

would be subject to Federal Income taxation.
because It is a cooperative,

However,

the 0.90 of 1 per cent, o f ,

sales that were returned to the independent retailer mem
bers on a patronage basis are considered as "refunds of
overcharges" and not distributions of profits; thus, the
0.90 of 1 per cent of Sales were not subject to Federal
Income taxation before distribution.
hands,

(In the members1

these "overcharges" constitute reductions in the

cost of merchandise boiight for resale, and are taxable,
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after allowable deductions,

as net income.)

The cooper

a t i v e ^ remaining 0 . 0 5 of 1 per cent of sales constituted
the only profits of this cooperative subject to Federal
Income Taxation.
Opponents of this patronage dividend exemption claim
that such treatment is discriminatory,

giving retaller-owned

cooperatives an unfair competitive advantage,

since profits

made by individual chain stores are pooled and the whole is •
subject to taxation prior to dividends to stockholders.
"Depending upon the rates of tax applicable in any one year
and aside from possible excess profits taxes,

such taxes may

amount to about one-half of all earnings."1^
However,

one writer in defense of the patronage

dividend exemption stated:
The cooperative operation does not result In the
formation of net income by the cooperative subject
to tax.
Should any firm elect to forego the making of
income and operate according to cooperative principles
on a ccst-of-service basis, it likewise would have
little or no net income subject to tax.
Any business
can enter Into a contractual agreement with those that
It serves to return to them savings resulting from
their patronage and free itself from income tax on
those amounts.
In other words, our tax laws at the
present time provide no general advantages to cooper
atives that are not available to any other organization
which elects to operate so as not to accumulate income.13

l^Harold Ii. Maynard and Theodore IT. Beckman,
Prlnciples of Marketing (fifth edition: New York:
The
Ronald Press Company, 1952), p. 263.
^3Joseph G. Knapp, "Are Cooperatives Good Business?"
Harvard Business R e v i e w . January-February, 1957, p. 57-
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Just what the future holds with respect to this,
tax advantage of cooperatives is a matter of speculation.
On March 21, 1961 a House of Representative Bill, Number
577^, was introduced to repeal the provisions of the In
ternal Revenue Code which exempts the patronage dividends
of cooperatives from taxation.

This bill would subject

all cooperative corporations and associations to taxation
as a regular corporation.

CHAPTER IX
MEMBER RELATIONS WITH ASSOCIATED GROCERS.
OP PLORIDA,

INCORPORATED

To determine the attitude of retailer members
towards Associated Grocers of. Plorida,

Incorporated,

questionnaires were sent to fifty members who regularly
buy their merchandise from this cooperative.

The fifty

members were believed to be a cross section of the market
served by this cooperative's xjarehouse.

Thirty-three of

these members, representing 10.6 per cent of the total
membership in 1961, returned completed questionnaires.
I.

MEMBERSHIP IN THE ASSOCIATION

\ The typical retailer member of Associated Grocers
t

of Plorida,

Incorporated became associated with the co

operative because he was assured certain advantages (Table
XXVIII, page 1 8 3 ).

One such member stated:

We think being a member of a cooperative is the
only reason we are still in business today and growing.
There Is no way to be competitive uniess you can buy
right.
Too many deals, rebates, and so forth are
offered only on a quantity basis.
Most wholesalers,
or I will say all wholesalers that I know, put all
such monies In their own pockets.
It Is not passed
on to the retailer.1
The members who participated in the survey are
convinced that their membership in Associated Grocers of

^A verbatim quote from the questionnaire returned
by one member of Associated Grocers of Plorida, Inc.
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Plorida,

Incorporated has increased their sales and profits,

and additional gains have been derived from the many ser
vices available to them through such membership.

They

appreciate the patronage dividend policy, have confidence
in and respect for the cooperative’s management, and are
satisfied that membership in the cooperative has helped
preserve their business In the face of chain-store compe
tition.

In summarizing the returned questionnaires it may

be stated that most of these thirty-three retailer members
feel that Associated Grocers of Plorida, Incorporated is
the salvation of the independent grocer in the Miami area.
Length of Membership
Of the members surveyed, Table XXVII sho’gs that
33.3 per cent had been associated with Associated Grocers
of Plorida,

Incorporated for less than 3 years; 21.2 per

cent for 3 to 6 years; 3 0 . 3 per cent for 6 to 9 years;
and Ip.2 per cent for more than 9 years.
Since this is a fairly new cooperative, having been
in operation for only V~> years, the fact that over l\$ per
cent of these members has been affiliated for the compara
tively long period of 6 years or more evidences confidence
in the principles of this association and its management.
Reasons for Joining
The most important reasons given by these members
as to why they joined Associated Grocers of Plorida,

l8l

TABLE XXVII
LENGTH OP MEMBERSHIP OP RETAIL MEMBERS IX ASSOCIATED
GROCERS OP FLORIDA, INCORPORATED, AS OP 1961*

Number of
Members
Reporting

Years
Less than 3 years

11

Per Cent of Total
Members Reporting

33.3 s

3 to 6 years

7

21.2

6 to 9 years

10

30.3

5

1 5 .2

More than 9 years
Total

33

100.0%'

'“'Goinput o o. fr om que s 1 1onnair e s returnecl to the
author.

Incorporated is listed in Table XXVIII.

Of'^hd~ members

reporting, 100 per cent stated that "savings in purchasing"
was one of the major reasons which influenced them to join.
These members reported that their percentage saved by
buying from their cooperative ranged from a high of 10 per
cent to a low of 2 per cent, with the over-all average
amounting to 3.9 per cent.
The price policy of this cooperative received 20.2
per cent of the total mentions of major reasons given for
joining, with 6 3 . 9 per cent of the retailers reporting this,
as a reason.

The membership supports the one-price policy

of the cooperative to all members regardless of quantity
purchased.

These retailers were particularly interested

in receiving the information furnished by the cooperative
on competitive retail prices, as this helped them set their
own prices and meet customers* occasional comments about
prices'being "less elsewhere."
Completeness of line and convenience of buying me r 
chandise from one source accounted for 2 8 . 8 per cent of the
total reasons given for membership.

Many members reported

"considerable" time was saved by their ability to concen
trate. their purchasing with one supplier.

One member

estimated he saved as much as ten hours per week because
he was relieved of sales interviexsrs and could sectire one
hundred per cent of hi3 requirements from a single source.
The "drop shipment" policy of this cooperative was particu
larly appreciated by many of these members as this enabled

TABLE XXVIII
REASONS WHY RETAIL MEMBERS JOINED ASSOCIATED GROCERS OF
FLORIDA, INCORPORATED*

Reasons for Joining

Number of Retail Members
Giving Reason

Percentage of
Total Reasons

Percentage of Retail
Members Reporting

Savings in Purchasing

33

31.8%

100.0%

Price Policy

21

20.2

63.9

Completeness of Line

16

15.4

' 48.5 .

Convenience

14

13.4

42.4

Quality of Merchandise

10

9.4

30.3

6

5.9

18.. 1

Patronage Rebates

3

2.9

9.1

Faith in the Cooperative

1

1.0

3.0

Prestige of Brands

Total

,

104

*Computed from questionnaires returned to the author.

100.0%

--
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.them to secure merchandise not ordinarily handled by the
warehouse at a favorable price without having to shop
around.
Over 15 per cent of the reasons given for joining
this cooperative stressed the quality of merchandise and
the prestige of brands handled at the warehouse.

These m e m 

bers reported that the products sold under the distributor
labels of the association excelled over competing brands.
The patronage rebates, although appreciated by the
membership,

showed no appreciable percentage

(2.9 per cent)

of total reasons given for joining the cooperative.

Faith

in the cooperative was listed by one of these thirty-three
members as a reason for joining.
Although not included as reasons for joining this
cooperative, many other benefits wore listed as accruing
from membership by these thirty-three members.

Host of

these benefits were derived from the several services
offered members by this cooperative and have already been
discussed.

However, one member stated that among the main

benefits he received from membership in Associated Grocers
of Florida,

Incorporated was "help in almost any decision

we need to make.

Decisions are one of our hardest feats

Cs i c l to face."2
All but four of these thirty-three members surveyed
stated that their sales volimie had increased since they

2 Ibid.
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became members of this cooperative.

The range of increase

in sales volume was from a high of 3 0 0 per cent to a low
of 1 5 per cent, with the average being 1 5 6 per cent.
Purchases by Members
The proportion of requirements made from Associated
Grocers of Florida,

Incorporated by the thirty-three members

surveyed is shown in Table XXIX.

This table indicates a

high degree of concentration of purchases by members with
the cooperative.

Of the thirty-three members surveyed,

over L;5 per cent of them purchased in excess of 80 per cent
of their requirements from the cooperative, either from the
warehouse or by drop-shipments ordered through the cooper
ative, while 1 2 per cent purchased from 60 to 80 per cent.
Over 38 per cent purchased from I4.0 to 60 per cent of their
requirements from the cooperative, leaving only 6 per cent
purchasing less than IlO per cent.

The lowest percentage of

requirements purchased by any one of these retail members
was reported as 2 5 per cent, and the average percentage
reported amounted to 6 8 per cent.
This heavy concentration of purchasing with the
cooperative would undoubtedly be higher .if the cooperative
handled a wider variety of merchandise at the warehouse
instead o f 'supplying It on a drop-shipment basis.

For

example, many of these retailers preferred to buy meats
from local sources rather than order It on a drop-shipment
basis through the cooperative.
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TABLE XXIX
CONCENTRATION OP PURCHASES WITH ASSOCIATED GROCERS
OP PLORIDA, INCORPORATED, AS OP 1961*“'

Percentage of Require
ments Purchased
from Cooperative
Under h.0%

Number of
Members
Reporting
2

Percentage of
Total Members
Reporting
6.1#

h.O'fo to 60/o

12

36.3

6 0 # to 8 0 #

h

12.1

oO; j to 100#

15

#5.5

Total

33

1 0 0 .0 #

'“'Computed from questionnaires returned to the
author.
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The main reason given as to why all these retailers
did not purchase one hundred per cent of their requirements
from their cooperative was that the warehouse did not stock
the merchandise.

Fom

of these members reported that they

purchased merchandise elsewhere only when the warehouse was
out-of-stocks.

This out-of-stock condition at the ware

house was the main criticism of this cooperative by these
retailer members.

As already stated, this cooperative has

a very rapid stock turnover which often causes stock short
ages.

The management realises that this has become the

main problem at the warehouse and is working to eliminate
it.
Only two other reasons were listed as to why the
retailer members purchased elsewhere:

(.1) inadequate

service on the part of the cooperative, and (2) higher
quality merchandise elsewhere,

such as some nationally

advertised brands which the cooperative cannot stock be
cause of franchise agreements made by manufacturers with
other wholesalers.

The number (1) reason listed above was

given by only two retailer members, and number (2) was
listed by only four retailer members.
Among the reasons for buying merchandise elsewhere ■
listed on the writer’s questionnaire was "lower prices
elsewhere."

It seems very significant that not one retailer

member surveyed gave this as a reason for buying elsewhere.
Thus,

it may be safely assumed that this cooperative is
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accom.plishing the objective for which it was formed— to
supply retailer members with merchandise at the lowest
possible cost.
II.

APPRAISAL OF ASSOCIATED GROCERS OF FLORIDA,
INCORPORATED BY HEHBERS
Some of the members do not take advantage of par

ticular services offered to them by their cooperative.
Although many Independent retailers welcome help, they are
not in agreement on the need for and value of specific
forms of assistance.

Their views vary with the kind and

quality of assistance offered,
volume,

their individual business

the nature of their tra.de territory,

individual business ambitions.3

and their

This is borne out in Table

XXX which lists the services offered by Associated Grocers
of Florida,

Incorporated,

the number of surveyed retailer

members using such services,

and how these members rate

the services as performed by their cooperative.
Delivery was the only service offered in which all
of these siurveyed members participated.
rated as good by 19 members,
poor by 1 member.

This service was

excellent by 9> fair by L|., and

Closely correlated with this service is

the condition of merchandise xdien delivered.

The condition

3u.
S. Dept, of Agriculture, Views of Independent
Grocers on Wholesaler-Retailer Relations, Harketing Research
Report ITo. 1l2 (Washington:
TJ. S. Government Printing Office,
1959), -p. H i .

TABLE XXX
RETAIL MEMBERS' PARTICIPATION IN AND APPRAISAL OF SERVICES OFFERED BY
ASSOCIATED GROCERS OF FLORIDA, INCORPORATED*

Services

Delivery Service
Condition of Merchandise
When Delivered
Merchandising Assistants
Rack Servicing
Management Counseling
Store Engineering
Collecting Ad Allowances
Point of Purchase Display
Newspaper Advertising
Poster Service
Retail Store Accounting
Retail Personnel Training
Handbill Printing

Number of
Non-Participating
Retail Members

Number of
Participating
Retail Members

0

33

0
4
7
9
10
10
16
17
21
23
27
28

33
29
26
24
23
23
17
16
12
10
6
5 »

Rating of Service by
Participating Members
Excellent Good
Fair Poor

9

19

4

1

10
1
6
3
1
0
6
6
3
5
0
0

22
17
15
10
12
19
7
7
6
5
1
3

1
7
5
4
7
4
3
3
3
0
1
1

0
4
0
7
3
0
1
0
0
0
4
1
i

*Computed from questionnaires returned to the author.
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of merchandise was rated a little higher than the delivery
service with 22 members rating it as good, 10 as excellent,
and 1 as fair.
The services of merchandising assistants were used
by 29 of these retailers, with 17 expressing a good rating,
7 a fair rating,

a poor rating, and only 1 an excellent

rating for these services.
• The' management counseling service, used by 2l\. m e m 
bers, had the most varied rating of any of these services
with 3 members rating it as excellent, 10 as good, L|. as
fair, and 7 as poor.
Approximately one-half of the members surveyed p ar
ticipated in the advertising program of the cooperative.
Six of the members rated this service excellent,

7 good,

and 3 fair.
The retail store accounting service,

one of the

newest services offered by this cooperative, has been well
received by the participating members.

Of the 10 such

members, 5 rated this service as excellent and the other
5 rated it as good.
Selected questions were asked retailer members on
the questionnaires sent to them by the w r i t e r . . The ratings
of these questions by these members are given in Table XXXI.
From the ratings assigned these questions,

It may be assumed

.t h a t :
1.

This cooperative is selective enovigh in its choice
of members.
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TABLE XXXI

•RETAIL MEMBERS* APPRAISAL OP ASSOCIATED GROCERS' OP
-FLORIDA, INCORPORATED OF SELECTED QUESTIONS*

Selected Questions
Is membership in A.C.,selective
enough?

Rating by Retail Members
Excellent Good Pair Poor

6

9

12;

Is there effective cooperation
by the members?

'3

10

15

5

Is there an opportunity to
express yourself freely
at membership meetings?

111.

10

5

k

Are these membership meetings
informative and interesting
enough to draw attendance?

12

7

7

7

Are communications kept open?

-15

12

k

2

How competitive are the Coop
erative brands In comparison
in.th national brands?

18

7

7

1

Has the Cooperative met
your needs?

10

16

7

0

Ij-

’"'Computed from questionnaires returned to the
author.
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2.
3.
br.

5>.
6.

There is ample opportunity for members to express
their opinions at membership meetings.
These meetings are informative and interesting
enough to draw attendance.
Communication between the cooperative and the
members is good, with the cooperative keeping
its members informed as to price and market
change s .
The distributor brands of merchandise carried by
this cooperative are very competitive in com
parison with nationally advertised brands.
This cooperative has met the needs of its retailer
members.
The only question rated as fair to poor by a m a j o r 

ity of these members was one over which the cooperative had
no control:

Is there effective cooperation by the members?

Cooperation of 'independent retailer members is one of the
handicaps that has plagued most retailor-owned cooperatives
since the time of their conception.
III.

11EI1BERS1 SUGGESTIONS FOR II-JPROVEKEKT OF

ASSOCIATED GROCERS OF FLORIDA,

INCORPORATED

Of the several suggestions for Improving this co
operative which were advanced by the members surveyed,

the

suggestion to reduce the out-of-stoclc condition at the
warehouse appeared most frequently.
losses in good will,

This condition causes

sales, and net profit.

It should be

the objective of Associated Grocers of Florida,

Incorpo

rated to maintain adequate stocks to provide for the n o r 
mal requirements of its retailer members,

and thus,

eliminate the necessit?/ for these members to buy from
other sources.
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One member whose store Is located in the outlying
area served by this cooperative,

suggested that the ware

house should return to the practice of selling broken case
lots o f .merchandise.

The cooperative discontinued this

practice because of the high cost of handling, and estab
lished a cash and carry outlet in the central part of Hiami
which does handle broken case lots of merchandise.

This

cash and carry outlet meets the needs in this respect of
the members vrith stores located in the immediate Hiami area
but the discontinuance of handling broken case lots at the
parent warehou.se has created a problem for small retailer
members in the outlying areas.
Several members suggested that the cooperative
needed more and better trained merchandising assistants.
Referring back to Table XXX, page 139, it-is seen that
7 members rated the merchandising assistants'

services as*

fair and I), rated these services as poor, which would seen
to indicate that these services do need improving.

The-

main criticism stems from the infrequent visits to the
retail stores by these merchandising assistants.

This

criticism is well founded as there are only seven merchan
dising assistants serving 3 1 2 member stores, giving an aver
age of ix5 stores to each assistant.

Thus, their visits

would have to be infrequent and of short duration.
The next most frequent suggestion made was the need
for more extensive advertising.

The cooperative has two

'
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advertising groups at tlie present time.

Member snip in these

groups is limited to the retailers in the Miami area.

The

cooperative does not offer cooperative advertising for rnembers outside the Miami area but does provide such members
with handbills and poster service.

The management realizes

that the lack of cooperative advertising is a disadvantage
to members in outlying areas, and is considering a plan
whereby these members can be included in group advertising.
Two members made the suggestion that each retail
member store of this cooperative should display the name
of the group and be more .uniform in appearance,

as stores

are that become associated with voluntary chains.
More financial assistance was listed by two members
as a necessity to enable members of this cooperative to
improve their stores and expand into multiple store units.
In the words of one member:
Members need assistance in financing beginning in
ventory.
A sixty-day credit for qualified operators
would be the beginning of a boom in independent r e 
tailer store development.
This is not only a sug
gestion.
It Is a m u s t . Development of the super
market is the outstanding deficiency in the cooperative
to date.
V/hen this financing problem is overcome and
with the fine services now available, the cooperative
would experience unparalleled growth.4
The management of Associated Grocers is aware of
this need by retailer members for financial assistance and
is planning to develop a financial aid program.

^A verbatim quote from the questionnaire returned
by one member of Associated Grocers of Florida, Inc.
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One member made the suggestion that this cooperative
eliminate the annual patronage rebates and pass the savings
on to members throughout the year by having lower mark-ups
on all merchandise.
Drawbacks
A large majority (30) of these members surveyed
stated that there were no drawbacks in being a member of
this cooperative.

A different drawback was listed by each

of the remaining three members:
high,

(l) capital Investment

(2) distance from the warehouse too great, and (3)

a lack of attraction in this cooperative for agressive
retail-minded men.
The policy in effect at Associated Grocers of
Florida,

Incorporated does not keep a member's territory

exclusive as to other members.

However, not one of these

thirty-three members surveyed considered this a drawback.
They all stated they were able to compete effectively
with other stores In their locale.Trading Stamps
Since this cooperative recently added a trading
stamp program to its list of services, these thirty-three
members were questioned as to their opinion concerning the
use of trading stamps.

Tlie consensus of opinion was that

trading stamps are expensive and tine consuming.

One

member stated that the sales volume of the store might
%

increase with the use of trading stamps but the profits
from such an increase would go to the stamp company.
However,

four of these members felt compelled to adopt

this trading stamp program because competing s t o r e s .in
their locale had such a program.

CHAPTER X
CONCLUSIONS
The retailer-owned grocery cooperatives x-jere first
established in the United States with the objective of
cutting procurement costs, but the principal impetus to
the movement came from the Increasing competition offered
by the corporate chains.

The success of group movements

is indicated by the fact that in i9 6 0 affiliated inde
pendent retail grocers had increased their total retail
grocery sales to capture Ij.8 per cent of the retail grocery
market, X'lhereas, corporate chains had obtained 39 per cent
as their share in comparison with 29 per cent and 37 per
cent respectively in 19il7.-*The two principal types of grocery cooperatives are
the voluntary chains and the retailer-owned cooperatives.
The voluntary chains had obtained a greater share of the
wholesale grocery market and had grown at a faster pace
than the retailer-owned grocery cooperatives up until the
195>0’s.

This was .partially due to the voluntary chain

xtfholesaler offering more services to his retailers.

How

ever, after 1950, the retailer-owned cooperatives became
more service-minded and managed to increase their sales
nearly ten times as much as all other general-line grocery
wholesalers from 19li8 to 1958.2

1 Cf. Table VII, p. 25.
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2Cf. p. 21.
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Tlie affiliation of retail stores with retailer-owned
cooperatives had been slow to develop in the Southeastern
section of the United States as compared to other sections
of the nation because the spur of competition from corporate
chains was lacking.

This lack was partially due to the

relatively few large metropolitan areas in the Southeast
and to legislation in some of these states that impeded all
forms of chain or group development.

However,

the "popu

lation explosion" of the past decade is particularly evident
in several of these southern states.

This stimulated the

development of corporate chains in this area, and thus, the
need for cooperation among the independent retailers in
creased accordingly.
One limitation to the growth of all retailer-owned
cooperatives was that often they placed the main emphasis
on obtaining merchandise at the lowest possible price and
gave little or no merchandising help to their retail me m 
bers.

These members were independent retailers who had

joined their particular cooperative for buying power.

They

believed that such merchandising help would increase the
operating expenses of their cooperative warehouse,

and thus,

increase their total costs of procuring merchandise.

Ho w 

ever, these members found that the mass purchasing power
which they had gained by joining cooperatives did not give
them the competitive status that they desired.

Thus, they

turned to their cooperative for merchandising assistance to
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help them become more efficient and effective operators.
Their fear of increased operating expenses because of this
merchandising assistance was not realized as, through effi
cient operation, these cooperatives retained in 1958 the
lowest^operating expenses of all general-line grocery whole
salers.

For example, Associated Grocers of Florida,

corporated,

In

one of the largest retailer-owned cooperatives

in the Southeast, had an operating expense to sales ratio
of 3.95 P©n cent in 1954 and. with the addition of many ser
vices this ratio had increased by only 0.01 of 1 per cent,
to 3.96 per cent, in 1958.

This ratio of operating expenses

to sales of all retailer-owned cooperatives and voluntary
chains combined in the United States was 5.3 per cent in
1958 as compared with JL|_.ip per cent for retailer-owned co
operatives and 7.1-!- per cent for voluntary chains in 195^->
a combined average of 5.9 per cent.

Other general-line

grocery wholesalers had an average operating expense to
sales ratio of 8.k per cent in 1958, and. 8.9 per cent in
1951!-. 3
I.

WEAKNESSES AITD LIIilTATIOHS OF RETAILER-OVIKSD
GROCERY COOPERATIVES
There seems to be five major weaknesses and limita

tions to retailer-owned grocery cooperative development:

3cf. Table XXV, p. 171.
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1.
2.
3.
I|..
3.

Lack of cooperation by retail members.
Difficulty in enforcing policy decisions.
Limited number of adequately trained personnel.
Organizational instability.
L imi ted finane e s .
Lack of cooperation by retail members.

A retailer-

owned cooperative is a unique wholesale organization in that
it is cooperatively owned by its retail store members.

Each

member is an independent retailer and, naturally, because of
his financial dependence upon it, his own retail establish
ment receives his primary consideration.
Each retail establishment has different problems
arising from its business volume, the type of community it
is located in, and the economic level of the customers it
serves.

Thi-S variation in problems makes cooperation diffi

cult among some members and, frequently, may cause conflicts
that weaken the entire cooperative.
According to a study made bj the United States De
partment of Agriculture, there are three distinct groups of
independent retail grocers with each group having a distinct
view on the amount and kind of assistance it wishes to re
ceive from its wholesaler.
1.

2.

These grou.ps are as follows:

Small retailers, whose 'volume of business is less
than $1,000 per week.
Many of these stores are
operated by elderly couples who have been in
business a long time.
Sales are based on prox
imity to the customers' homes, ready credit, and
neighborly association.
Considerations of -price,
merchandising, and store appearance are not of
primary concern to these customers.
Ambitious retailers whose volume of business is
from $1,000 to $6,000 per week and who feel that
they can increase their sales with proper store
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3.

organization, advertising, and merchandising,
bat lack the resources in money and personnel
• to undertake such actions alone.
Large retailers whose volume of business is more
than $6,000 per week and have a choice location
in an urban or suburban area.
This group is
almost always promotion-minded and usually has
the resources to undertake the store improve
ments and promotions it believes necessary.
Many of these retailers buy a large part of
their goods direct from manufacturers and pro
cessors.
They are interested in receiving
cooperative advertising and merchandising p r o 
grams from their wholesalers.hKost retailer-owned grocery cooperatives have m e m 

bers from each of these three distinct groups, and the
variation' in the amount and kind of assistance each expects
from his cooperative further complicates the problem of
cooperation.
Difficulty in enforcing polic?/- decisions.

In a

corporate chain the management has no difficulty in en
forcing company policies.

The chain store manager has no

choice but to get a large part of his merchandise -from the
chain warehouse, have his orders prepared by the designated
time, and accept delivery on a regular schedule.

If the

chain store manager refuses to comply, or if his business
volume decreases, he can be replaced.

This is not so in a

retailer-oi-med cooperative where each member owns his own
store and is his own boss.

In most of these organizations

^-U. S. Dept, of Agriculture, Views of Independent
Grocers on Wholesaler-Rotaller Relations, Marketing Research
Report No. Ip T T W a sh ln g to n : U. 3. Government Printing Office
1959), pp. iii-iv.
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the central management can only urge Its retailer members
to give as much cooperation as that required of the chain
store manager.

It does not have the power to enforce mem

bers to do such things as give the cooperative warehouse
one hundred per cent of their business, keep their stores
clean, advertise with the group, or push the items being
featured by the group.
At Associated Grocers of Florida,

Incorporated

each retailer 'member must purchase a minimum of five-hundred
dollars weekly from the cooperative warehouse or his fran
chise to operate as a member of the group may be x-jlthdrawn.
However, volume is the key to successful operation of any
wholesale establishment (the principle of a very small
profit on a large volume of merchandise susts.ins both the
retailor and the wholesaler),

and if the retail members

of Associated Grocers of Floimda,

Incorporated piirchased

just the minimum requirement from this cooperative, it
could not operate as a successful organization for long.
The principle of concentration of purchases is the princi
ple that the corporate chains have used so effectively and
so advantageously.

They have the power, power that retailer-

owned cooperatives lack, to enforce this concentration.
One early writer on retailer-owned cooperatives made the
following observation:
An?/- intelligent retailer5 'nows that he should save
his time and money by drawing all his supplies from one
channel . . . . But the average retailer is an indi
vidualist.
Iiis mind welcomes control as a matter of

theory but his actions resist that control being
ordered by any one else.
He yields to this control
only as it establishes itself through successful
experience.5

Limited number of adequately trained personnel.

It

has been noted that the growth of the chain stores was due
as much to the poor merchandising of the independent re
tailers as to the loiter prices of the chains.

Retailer-

owned cooperatives have been able to compete with the chains
as to prices, but they have been slow to offer merchandising
assistance to their retailers in order to make them more
efficient operators.

And some of these retailers have even

been slower to accept what assistance was offered.
Many leaders in the food Industry believe that the
successful operation of retail stores In the future will
depend more and more on the manager.

The corporate chains,

who have heretofore controlled each chain store manager
from headquarters, are well along with programs designed
to train store managers into true retailing executives with
definite areas of responsibility.
dized by.a leading corporate chain,

Such a program,

subsi

is being developed at

Stetson University.
Hand In hand with the limited number of adequately
trained personnel at the retail level is the lack of

^Gordon C. Corbaley, Group Selling by 100,000
Retailers (New York:
American Institute of Pood Distri
bution, Inc., 1936), p. 9 8 .

properly qualified leaders to take over the active manage
ment at the wholesale .level, both as managers of the w a r e 
house and as qualified directors.

Part of this lack is

due to the cooperative’s inability or unwillingness to pay
such qualified leaders a salary comparable to salaries
earned by other top executives in similar work.

However,

good management is a vital factor in the success of any
organization.

It is especially accentuated in this type

of an enterprise because of the dual role the manager must
fill--a wholesaler with the merchandising knowledge to
handle food and grocery products at wholesale and a trustee
acting for many owners, many of whom do not know what they
want nor what Is best for them insofar as the wholesale
function is concerned.
Organizational Instability.

The fourth major w e a k 

ness of retailer-owned cooperatives Is the organizational
instability.

Each member owns his own retail outlet and

as long as he complies with his contract,

regardless of

how disloyal or how uncooperative he is, the organization
cannot take direct corrective action.

However, if a r e 

tailer member decides he no longer wants to belong to the
cooperative, he can resign at any time; and in most retailerowned cooperatives,

the cooperative has to give h i m back his

original capital Investment.
in two ways:

This weakens the cooperative

(1) the organization loses the capital, and

(2) the warehou.se loses an outlet.
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Limited finances.

Most retailer-owned cooperatives

face certain financial obstacles since reliance for working
capital is upon the individual members .of the organization.
If the cooperative does operate at a profit, most of this
profit is returned to the members on a patronage basis and
a-very small percentage is retained for working capital.
These limited finances naturally handicap cooperatives in
many ways.

However, there are two areas at the present

time in which limited finances make cooperatives especially
vulnerable:

(1) helping members improve and expand retail

store facilities at a rate comparable to that of chain
competitors, and (2) helping members obtain choice store
locations in suburban shopping centers and urban areas.
Spokesmen for various food organizations are trying to get
Federal help for the independent supermarkets and food
retailers who are being frozen out of shopping centers
and urban renewal commercial areas, but as yet no such
help Is forthcoming.0
II.

ADVANTAGES OF RETAILER-OWNED COOPERATIVES

The major advantages of retailer-owned cooperatives
when compared with corporate chains are:
1.
2.

Personal incentive of owner-manager.
Tax advantages.

Robert Barr, "U. S. Aid Urged for Small Stores
to End Freezeout from Centers,"
Supermarket News, December
25, 1961, p. 1 .
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3.
!{..

Fewer problems as to organized labor.
Policy-making role of retail members.
Personal incentive of owner-manager.

Perhaps the

most important advantage of retailer-owned cooperatives is
the built-in incentive native to the owner who runs his own
■business.

Closely connected with this incentive is the

independent's advantage of operating flexibility as com
pared with chain-stores.

The independent, because he is

the owner-operator of his store, is able to adjust his
buying and selling programs to meet local conditions.

He

has freedom to carry a wider variety by type and brand of
merchandise, adjust his store hours to the needs of the
community, and extend credit or delivery service.

He also

has the advantage of a close relationship with his custo
mers as well as his employees, as he is usually apart
the community in xlhich his store is located.

of

The chain

stores have recognized, these advantages of personal in
centive and operating flexibility and are trying to combat
them with programs, as discussed before,

designed to train

their store managers into true retailing executives.

Each

manager will be' given responsibility to recognize the needs
and Xirants of his particular customers and to make the buy
ing, merchandising, .and operating decisions for his p ar
ticular store.
Tax advantages.

Members of retailer-owned cooper

atives are independent merchants.

Profits accrued by these
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cooperatives are considered "overcharges" for the cost
of merchandise bought for resale by these independent m er
chants, and most of these profits, or overcharges, are
returned to members on a patronage basis.

If any over

charges are retained by the cooperative, these overcharges
are considered profits according to Income tax laws and
are subject to taxation.
of Florida,

For example, Associated Grocers

Incorporated had in 19&1 a "net overcharge

before patronage rebates" of 0.95 of 1 per cent of sales.
Of this 0.95 of 1 per cent, 0.90 of 1 per cent were re
turned to the members as patronage rebates leaving the
cooperative 0 . 0 5 of 1 per cent of sales as taxable income.7
In comparison profits made by individual corporate chain
stores are pooled and the whole is subject to taxation
prior to dividends to stockholders.
Fewer problems as to organized, labor.

The organi

zation of the employees of retail grocery stores into labor
unions has been slow and relatively untroublesome.

However,

the organization of employees of a corporate.chain is easier
than the organization of employees of an Independent r e 
tailer because employees of a corporate chain, although
employed in different stores, work for the same corporation.
Policy-making role of retail members.

Retailers

in a retailer-owned cooperative are dealing with an

7cf. Table XVII, p. Ilp8.
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organization they own.

Through the board of directors

selected from membership or at the frequent meetings held
by most cooperatives, these members have a voice in the
policy-making decisions of the cooperative.

Thus, retailer-

owned cooperatives are managed from the standpoint of what
is actually developing in retail stores.
III.

THE FUTURE OF RETAILER 0W2TED-COOPERATIVES

Most retailer-owned grocery cooperatives have been
sticeessful in attaining their goal--procuring merchandise
through mass purchasing power for their independent re
tailer members at a cost "which enabled them to compete... with
chains.

Attaining this goal has been the salvation of many

independent retailers,

allowing thein to remain in business

and putting them back on their feet to economic independence.
The results accomplished by retailer-owned grocery
cooperatives lead to certain conslusions:

(1) that the

chain-store basic precepts— mass purchasing power, united
promotion, and sound merchandising techniques--are adaptable
to organized groups of Independent retailers, and (2) that
independent food retailers in retailer-owned, cooperatives
can adjust their practices and policies to conform with
changing conditions.,and changing competition,

and still

remain Independent.and successful.
Retailer-owned grocery cooperatives have concentrated
their activities primarily on the distribution of goods to
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members at low cost.

And, as has been noted, the growth

of chains was due as much- to_ the poor merchandising of
the independent retailers as to the lower prices of the
chains.

So now, the new objectives of retailer-owned

cooperatives have placed the emphasis on selling and mer
chandising.
The future growth of retailer-oxwiod grocery co
operatives depends primarily on the cooperatives' ability
to anticipate and furnish whatever service their retailer
members require, and still retain their low operating ex
pense,

in order to operate on an equal basis with their

corape tit ion.
The discussion immediately preceding this section
of this study pointed out the advantages and disadvantages
to the development of retailer-owned cooperatives.

How

well these cooperatives are able to capitalize on their
advantages and how well they are able to overcome their
disadvantages will determine the status of retailer-owned
grocery cooperatives in the future.
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EXHIBIT A
COPY OF QUESTIONNAIRE SENT TO 32 RETAILER-OWNED
COOPERATIVES IN THE SOUTHEAST
QUESTIONNAIRE
Name of Cooperative
________ Date of Organization of Cooperative
dumber of Members ad Date of Organization
Number of Member June 30, 1961
dumber of §tores Serviced at Date of Organization
________ Number of Stores Serviced June-30, 1961
Total Volume of Business:

1960

; 1955______

; 1950____

Number of items carried June 30, 1961
Number of own brands June 30, 1961
Percentage of Sales to Non Members
___________ Do you own your own_Warehouse________Size________Number
If you are a member of a National Trade Association, please specify

Services offered to Retailer Members (Check service offered):
__ Advertising
Poster Service
Handbill Printing
Store Layout
Rack Servicing
Group Insurance
Salesmen
Delivery Service

Retail Store Accounting
Retail Personnel Training
Management Counseling
Financial Aid to Store Members
Store Site Selection
Collecting Ad Allowances
In-Store Merchandising Displays
Coupon Redemption

Other

Obligations of Retailer Members:
____________Initiation fee (amount)
'
•
_______ Pay Periodical Dues
_ Advertising Dues
Purchasing Requirements
___________ Cash Payment
Other
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EXHIBIT B
COPY OF QUESTIONNAIRE SENT TO 50 RETAILER MEMBERS
OF ASSOCIATED GROCERS OF FLORIDA, INCORPORATED
QUESTIONNAIRE ON MEMBER RELATIONS
Date you became a member of Associated Grocers.
What percentage of your merchandise do you purchase from
Associated Grocers?
Reasons you joined Associated
Grocers (Check items that apply)
Savings in purchasing
Quality of merchandise
Completeness of line
frrice Policy
Prestige of brands
Convenience of warehouse
Other (please write-in)

Reasons for buying merchandise
elsewhere (Check items that
apply)
Warehouse does not carry
needs.
Lower prices elsewhere
Mark-up permitted by A.G.
too low
Inadequate service
Higher quality merchandise
elsewhere
Other (please write-in)________

How do you rate the following services offered by Associated Grocers?
Poor

Fair

Good

Excellent

Do Not Use
.__________Newspaper Advertising
________________
■
Poster Service
__________
,
___________ Handbill Printing
____ ____ _________ __________ Point of Purchase Display
____ ____ _________ _________ _ Delivery Service
____ ____ _________ _________ Management Counseling
Condition of Merchandise when
____
Delivered
____ ____ _______ _
__________Store Layout Suggestions
___ ____ ____ _________ __________ Retail Store Accounting
____ ____ ____ _________ __________ Collecting Ad, Allowances
___^ ________
_______________ ____ Retail Personnel Training
____ ___
_________ __________ Rack Servicing
Merchandise Assistants
One of the early problems of cooperative was the inability to obtain
nationally advertised merchandise because of boycotts against
cooperatives.
Do you have any trouble getting the brand merchandise you want?
Does A.G. supply you with this merchandise or must you buy it
elsewhere?
Please explain.
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EXHIBIT B (continued)
How would you rate Associated Grocers in regard to the following
- questions?
Poor

Fair

____

Good

Excellent
Is membership in A. G. selective enough?
Is there effective cooperation by the
members?
Is there an opportunity to express yourself
freely at membership meetings?
Are these membership meetings informative
and interesting enough to draw attendance?
Are communications kept open? That is, are
you adequately informed as to price and
market changes, etc.?
How competitive are the cooperative brands
in comparison with national brands?
Has the cooperative met your needs?

Main benefits you receive through membership in Associated Grocers:
What is your average percentage saved by buying from A. G,?__ _____
What is your average time saved by buying from A. G. ?_____________
Has your sales volume increased since you became a member?
If so, give approximate percentage increase._______________________
Does A. G, keep your territory exclusive as to other members?
~
Are you able to compete effectively with other stores in your
locale?__________________________________________________________
Please list other benefits.
'

What suggestions do you have for improvement of the Cooperative?

Are there any drawbacks in being a member of a cooperative?

How do you feel about the use of trading stamps?

Please feel free to make any other comments, favorable or otherwise, in
regard to your membership with Associated Grocers.
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Mary Elkins, was b'orn in Huntington, West Virginia on July
22, 1923.

He was graduated from Huntington High School in

June, 191+2.

He obtained a job in the fingerprint division

of the Federal Bureau of Investigation in Washington, D. C.
This he held until his entry into the United States Army in
May, 19l|-3•

He- served in the South Pacific from February,

19lil|- to August, 19W-I-, at which time he was Injured and r e 
mained. hospitalized until his discharge in January, I9 I4.0 .
Upon his discharge from the Army, he obtained a job
as a file clerk in the regional office of the Veteran's
Administration at Huntington, West Virginia.

He entered

Marshall College in September, 19l|-7, from which he received
his B.A. in June, 1950.

He attended the University of

Michigan from June, 1950, to June, 1951/ at which date he
received his M.B.A.

In September, 1951 > He accepted a

position as Assistant Professor at Robert's Wesleyan Col
lege, Worth Chili, Hew York.

He received a fellowship and

attended Case Institute of Technology, Cleveland, Ohio,
the 3uramer of 1953*

He accepted a position-as Assistant

Professor at Thiel College, Greenville, Pennsylvania in
September, 1

9

summer of 1955*

He attended Florida State University the
He left Thiel College to accept a position

of Assistant Professor at Stetson University,
221

DeLand,

522

Florida, in September, 1956, where he currently holds the
position of Associate Professor.
Wishing to work tox>rard his doctorate, he attended
Louisiana State University the summers of 1959 and I960,
and the academic year 1960-1961, holding the position of
Graduate Assistant.

Upon completion of all requirements

for Ph.D. degree with the exception of the dissertation,
he returned to Stetson University.

During the past aca

demic year, he has been writing his dissertation, and is
now a candidate for the degree of Doctor of Philosophy at
the June, 1962, commencement.
Hr. Elkins is married and has two children,
and a boy.

a girl
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